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ABSTRACT ' . . • . 

. , Assessing. the property tax. in terms of agriculture^ 

this* reporit .analyzes the following in an historical sense in order to, 
dtair itapjications for^the future: (11 the importance of the property 
tax to the agricultural seqtor;^ ^) thef horizpntal equity of .the • 
property tax for the agricultural and nondgricultural sectors ijx 
terms of dncome and wealth; and (3) some of the internal changes in 
the agricultural sector which have a bearing oi^ the property ' taxes / 
paid by that sector. Three' key property tax series provide the core 
data, for much of this analysis* Impetus f6r this study is •explained 
iq^ terms of secular change — relative decline of the agricultural 
sector; declining cole of tKe property tax; growth of 'local 
nonproperty ^axes^ increased exemption of personal property; 
increased relief to 'hofceowners; increased use of differential 
assessment; changes in educational finance. Presented via narrative 
and tabular data, the analysis deals with: property tax intiden^ce , 
(traditional view^ current view, and implications); 
agricultural^-notagiricultural comparisons (income and wealth basis); 
and internal agricultural sector changes '(number of farms, taxable 
farmland, farm population, vaXue of farmland and buildings, real 
estate as an input, a*nd farm income) . The analysis concludes that the 
longrun horlzon,tal ^tax/income xatio inequity of the property tax 
borne by the . agricultural sector is likely to continue. (JC) 
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AGRICULTURE AND THE PROPERTY TAX: A FORWARD LOOi^ BASED 
ON A HISTORICAL PERSPECTIVE. By Jerome M. Stam and Ann Gordon 
Sibold. Economic D^cvclopmcnt Division, Economic Research Service, U.S. 
Dcpartmrtit of Agricult^ure. Agricultural Economic Report No. 39t. 
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, * ABSTRACT . . , ^ . 

An evaluation in a historical setting is-made of. (1) the importance of the 
property tax to the agftculturaUector, (2) the horizontal equity of the ' 
property tax for the agricultural sector iij terms of.both income and wealth, 
and (3) some of the internal changtf^in the agricultural sector which have a 
bearing on the property taxes paid by that sector. Horizontal equity of th^ 
fanp property tax is investigated under various assumptions. 

Keywords* Taxation, Property tax^j I?arh> real estate tax, Farm personal 
property tax, Agricultural taxation, f 
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SUMMARY 



The purpose of the report is to analyze the following in a historical sense in 
qrdcr to draw imphcations for the future. (1) the^mportanct of the property 
tax to the agricultural sector, (2) the.horizont^l equity, of the property tax for 
the^ricultural and nonagricultural sectors in terms of income and Wealth, and 
(3) some of the internal changes in The agricultural sector which have a bearing 
on the property taxes paid by that sector. 

One way of^measuring tax.nel^tralityimorig Industries is to compare taxes 
with the share of national income originating fr9m the iirdustries in qaiestion. 
During the 1932-75 period, farm property taxe^ accounted for,8.0 percent of * 
all property tax^s, but only 4.0 percent of the national inoome originating in, 

. farming. (Data are available for all series only since 1932.) Viewed another 
way, during the same span property taxes took 7.9^percen^ of the national ^ 
income originating in farming, but only ^.0 percent of the national income 
originating in the nonfarm sector ECy;^|iese measures,- the agricultural sector 
has been laying proportionately more of the Nation's proper^? tax bill than 
has the nonagricultural sector/ when this ^burden is compared with the two 
sectors' respective shares of national income. The report enumerates a i|umber 
of hypotheses that may be advanced to explain the dispropdrtionate burden of 
the agricultural sector. * , • ^ • 

^ Th^r situation regarding agriculture*s share of natioftal wealth and'its share of 
the total property tax bill is not quite as clear cut. A measurement of hori- 
zontal equity between sectors by the ratio of,taxes to wealth shows that the 
agricultural sector tiiaditiona% has paid proportionatej^tfewer property taxes 
than lias the nonagricultural sector. Data'show thzt this c9nclusion hol^s for 
the entire post-1935 time periqd. In 1935, the rario of property taxes to 
wealth was .010 (1.0 percent) for the agricultural sector and .015 (1.5 petcent) 
for the nonagricultuTal sector. In 1974, the ratios were .006 ^nd .014. respec- 
rively Throughout the 30^ear s^fan, the range of ratio differences in favor of' 
the agricultural sector var^OT from .002 to .007. However, the evidence suggests 
that property taxes are capitalized into Farm property values. This depresses 
the farm values to some degree and distorts comparisons oth^r sectors. Of 
coqrse, there are varying degrees of property tax capitalization i^i the other 

. setters as Well. 

Nevertheless, taxes are typically paid fnom current income. So the policy- 
maker's concern about the relative tax/income ratios tends to dominate that 
for tffrrclative tax/wealth ratios-and the concern for the agricultural sector's 
comparative "burden" contini^es. ' 

The burden of tbe property tax also' should not b« viewed in a vacuum- 
property taxos comprise only 6'nc segment of the total U.S. tax system. Other 
taxes, may favor tne agricultural sector. Local propcijy taxes are deductible 
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,from Federal income taxes. Thus', high property lax bills irfay result in low^r * 
income tax bUls and-a much.different tax burden overali. Thc most r«^ent 
evidence indicates that the burden o??he 0 S.-tax system by level o|/amily ? 
income'is approximately proportional. . . 

The fariji property tax provides longrun stability as.a source of reycnuij. 
This IS because of.the constancy of farmland nS an input in the agricultural 
sector (18^20 per,cent of all farm inputs since 1870) and becai^se the value of 
farmland and buildings as * percentage o/ the yalue of all farm' assets has not 
changed muclithough time. The basic historical factors that influence farm 
p'rop.erty taxes do not appear likely to vaiy mu^h in the foreseeable future 
TWiis. the longrun horizontal tax/iRCOme' ratio inequity of the property^ tax 
• borne by the agricultural sector is likely fo continue. 



AGRICULTURE AND THfe PROPERTY TA^: 
A FORWARD LOOK BASED ON-^A 

hTstorical P^ERSPECTIVE 

- prome M. Stam and Ann Cordon SibolJ* 

. INTRODUCTION / 

Prbpcrty taxation is one of the oldest means of raising public revenue, 
■par'ticuUrly at the lockl level. The nature and scope of this tax have'varied 
ntuch through the yeirs, especisffly with regard to types of property actually 
subject tc\ taxation. 

This report, using a hisrorfcalsetting, evaluates ( 1) the importance of the 
pjppcrty tax to the agricultural sector. (2) the horizontal equity^f the prop- 
erty tax for the agricultural sector (vis-a-vis the nonagricultural sector) in terms 
of both income and wealth,^ and (3) some of the internal changes of the 
agricultural sector which have a bearing on the property ta^es paid by that • 
sector Horizontal equity of the farm property tax is investigated under-various 
assumptions. . • / * 

In colonial times, specific property tax rates often wer|gpplied to panjcu- 
, lar categories of property, and types of property specifically not included by 
legislative enactment in the taxable list were exempt (J/, pp^ 10-12).^ However, 
property taxes were not ^Jargc part of colonial revenue structures. Poll taxes, ^ 
customs and excises, and primitivc'forms of income taxation generally were 
' more important. Through rime, other items have been added to the taxable hst 
in the United States, as governments have sought to raise more rcvciTTuc or to 
tax most property similarly. 

This evolutionary development resulted in the general property tax a^ it 



*Dr Stam is leader of the Statt and Local Government Program Area, Economic 
development Dmsjon, Lconomi * Rcseai;th Service. Ms Sib,old, formerly ^an economist 
m the State and Locai Government Program Arfa, is presently Program An*alyst, Conserva- 
tion and Education.Staff, Office of Management and Finance, USDA. • 

'T|ie principle of hor»/ontll equity,«tatcsthat equals should be treated equally. In U.S. 
law, this principle is reflected in the legal rule oCcquality under the law. In tax theory, it is 
reflected in the ability to pay criterion, which states, first, that individuals ought to be 
uxed according to their ability to pay, and second, that individuals having similar fco- 
nomic ci'rcumstajiees should be taxed equally. In^this, report, horizont;^! equity J first * 
measured irt term5 of taxes as a percentage of income. But income is not the only^criterion 
©f ability to pay The property tax is a ty]je^of weaJth taxation and another measure oi 
horizontal equity between sectors is tax paymentSxas a ratio or percentage of wealth. (This 
assumes f hat wealth is correlated with holdings of taxable property. ^ This is the second 
horizontal eq\iity concept addressed in this report. 

* Italicized numbers in parentheses refer to items in literature cited, p. 61 . 



existed btginning shortly before the Civil W*r (26, pp. 2^-47). The principle 
of taxing^accbrding to market'-valuc hadnJecome established and the base of 
'the tax had been broadened. The iment was the taxation of all property, 
movable and immovable, tangible and intangible,' real and personal at one 
uniform rate. This approach resulted from the presumed equity of the tax, 
distrust of the earlier legislative exemption policy, and aversion to possible 
preferential treatment of some forms of property. 

The feeling in fnid-19th century America was that property ownership was 
an adeqtiate indicator of taxpaying capacity and that the burden of taxation 
could 1)c'^!stnbuted equitably on the basis of .property values regardless of 
form or use. Thus, this assumption of homogeneity was at the center of general 
property tax, theory.' This was reasonably valid in a largely agricultural 
economy without great variations in the distribution of wealth and^ncome. 
The general property t$x was therefore a reaction to the selective property tax 
system which preceded it and but one stage in property tax evolution. 

The subsequent development of a more specialized economy put pressure 
on the general property tax homogeneity assunription. Property holdings 
became more compTex overtime as did the actual property tax code. Economic 
reality came to differ from the older basic assun\ptions about the property tax 
and this led once again to challenges to the systfem^The property tax became 
^ the most widely attacl<ed part of our tax structure. This criticism has been 
expressed for at least a half century (iO, p. 99). 

Despite the mounting criticism, the property tax stiff has a number of 
advantages. Among those advantages. ( 1) it has a relatively stable yield; (2) it is 
th<r>largcst source of locally generated tax revenue and it cannot be easily 
replaced by other forms of taxation; j[3) it permits a great degree of local 
administrative discretion and local control, (4) it provides for appropriate tax-^^ 
.ing of private property that is enhanced by local public servicesi^S) it falls ' 
more heavily on the wealthy (with large property holdings) as it perhaps should; 
and (6) it encourages owners of marginal or nonproducrive properties to 
dcvelap or sell them engendering a higher social use for the property.* 

In the modern setting, however, the list of alleged problems with the 
property tax remains quite long. Anrwng the alleged disadvantages frequency 
noted arc. ( I) regressivity (absorbing a greater proportion of the income of 
low-income tl\an high-income families), (2) a relatively inflexible yi^d, (3) an * 
increa^ng list of exemptions which may increase inequities, (4) administrative 
difficulties, (5) encouragement of urban blight because of its tendency to 
' discourage improvements, and (6) possible creation of tax competition 
between adjacent taxing districts because of potential impact on residential and 
business location decisions. 

A view of property taxation from a historical perspective shows that it 
grew out of basically agrarian setting and, despite effprts over time, it is not 

*'ltcfh <6) IS true onlv if tartd is assessed at its highest and best use. If land is assessed at 
a current use that represents less than highest and best use. an increase in the property tax 
' simpjy yields a capital loss to the owner. / ^ ^ 



yet "adjusted to an essentially urban sqcrfty. Th^ early property tax \ 
equitable than is presently the ca4e because most wealth waS held in 
of property, land was fixed in location, and services demand were f6 
only a small share' of national wealth is rfpresentej} by real estate. 
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-Americans own no real property," but have relatively lai^e sums mv:sted 
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inungibles. Such'wealth is highly mobile, making it difficult for loca 
ments to tax. Also, local service demands have grown, thus mcreas 
pressure orrthe property tax base. 

The relationship of the property tax to American agriculture th 
years has been the to^c of numerous economic studies. Most of the 
have focused on specific problems in a relatively short time frani«. I 
ing to view th^property tax and agriculture in the United States in i 
historical context, for example, since colonial times. Unfortunately, 
are limited largely to the 20th century. This is not as resti^tive as m 
at first glance, however, sincejt ha$ been dunng the last*three-quart|rs/)f t ... 
century that the develo|Jments concerning the property tax have actelcratrd. 
As short as this period is, it has seen the U.S. economy and its tax slstcm 
evolve from domination by rural institutions to domination ty citi<^b 
wcalth.held in intangible forms,^ and by a pppulation lai^y remotj from land. 



is mtc :£st 
broad 
the da : 
may 



s< em 
lis 



REASONS FQR S^ 

^ There are two major reasons for this study.The first is to assJss the |»otcn-' 
tial cffea off secular change on the property tax^ and the second i| to examine 
new theoretical development! ' ' § 



. , ' SECULAR CHANGE 

' A number of factors have the potential to alter the relativeroroperty tax 
burden of the agricultural sector vis-a-vis the nonagricultural seitQt.^l 3ome of 
these hav^ become mo^^e important in recent years. Some may bc*b<jntticial to 
the agriculniral sector while others may be detrim?nul-but tlfeir ovtyall, net 
effect is not clear on an a priori basis, Part of the mtent of thii stu(|y/is to look 
at the net effect of these factors on the agricultural sector it J mzdrd setting. . 
'Though it is npt the purpose of the study to investigate eachjbf the /actors in 
detail^ some brief comments on a few 'of the factors follow. 

Relative Decline of the Agricultural Sectdt 

The role of the agricultural sector in the U.S. economy h^s/ changed 
drastically in this century. The gross harional product'(GrfP) m airrent dollars 



^This is a question of horizontal equity between the sectors. MOrizohtil equity is one 
of the most widely aeceptcd eritcria for the di<5tribution of taxcsjamong jfntiividuals under 
the abifStJ'-tO'pay prineipic {estates that ind<vidulils in similar situation Jshould be treated 
similtrl^j, or more precisely, people with.,cqual income^^or wc/lth shoilcl be treated 
equally. . ' ^ , / ' / 



increased 62 times between 1902 and 197?. The relative shar6 of ?he GN? 
' accounted for by the farm sector declined from. 9.3'percent to 3.3 percent 
bet^Veen 1929 'and 1975, despite a 4.2-fold growth in gross farm produfct^ 
during 'the same period (55, 69). Thps.'one imponant questjq^is wheth^, 
other thmgs being equal, the p/operty ta^f load-of the agricultural sector has 
..declined proportionately with itsfleclining share of national incrome and wealth 

betlining Role of the Property Tax , ^ ^ . . 

,^ There have been great changes in the role the propeKy tax plays in the 
U.S. tax system. Property taxes Recounted for only 15.5'percent of all govern- 
^ m(!ntal (Federal, State, and local) tax revenues in 1974/75, compared with ^ 
51.4 percent in 1902 (55, 5,S). The big change occurred at the State levpi where 
'/property taxes account for only 1.8 percent of all tax revenues today^ 

(1974/75), compared with 52.6 percent in 1902. At the local level, property 
! taSces declined frop 73.1 percent to 34.2 percent of total general revenues 
(local general revenues^ and intergovernmental transfers) between 1902 and 
'1974775. Despite thi^ transition, property taxes still accounted for 81.6 
percent of local governmental tax revenue in 1974/75, compared with 88.6 
percent in 1902. Th<^se changes refle/t movements to income taxes at tHe 
Federal level-, to sales,^ excise; and incoipe taxes at the State level , and to more 
intergovernmental transfers to local units.^ *• . , 

The important questioi\ is how the agricultural sector fared under these 
changes m a comparative sense, especially in view of its relatively high-capital 
' and low-income characteristics and the switch to more income and sales tyt)es 
6f taxation throughout the country. If the property tax is truly regressh^e, less 
reliance on ifshould disproportionately^ benefit the agricultural sector 

Growthof Local Nonproperty Taxes ' ' - 

^ Vhere h^ been an increase in local nonproperty taxes through the years, 
especially inThe urban areas (14). Local sales taxesl)egan ih fslew York City in 
the 1930's and by 1973 were authorized in 25 States and the District cff^ 
. Columbia (J, pp. 252'2'53). Local incorne taxes began in Philadelphia in the 
193(rs and were foupd in lOgtatesand the District of Columbia by 1973 (5^, 
pp. 291-294). Both local sales and income taxes tend to be found^nthe largdr, 
" more densely popul^ed local jurisdictions and are not common in the more^ 

rural areas. The net effect has been relatively less local reliance an the properjy 
' t^K inoTiany of the more urban areas, which opt instead for Ipcal nonproperty 

r ; \ " • • 

*This.disciiss»oh focusts on th<^br<5'ad historical Sweep of this ccnVry However. Aaron 
notes that statistical indi&tofs conflict on whether the property tax Has become* more or 
less important smce 19'50 «2.«r. 8.9)..He observes that^^ropcrty taxes since that time rgsc 
slightly both as a percentage af GNP and as a percentage of ail taxes. This occurred, 
because eVen though property taxes declmed since 1950 as^ percentage of State and local 
tax revenues, o\^erali State and loca) taxes (and expcncJijurcs) grew more i'apidly than 
Federal tax revenues or the GNP. Much of the l9cal increaslt was caused by the growth of 
elementary and secondary education needs which ase funded in large part locally, via the 
. property tax. 
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taxes and often higher l|^cls of goven'ffnentarhservice^Ahis trend to local noiH 
property taxes thus, in balance, may have caused the agriculturaUector to bear 
an even larger share of the total property tax^burdeh through tinie. 

Increased Exemption of Personal Property . * j 

There has been a trend toward exempting personalty from taxation. Tliis is 
part of«he longrun property ta;( cycle th^t has been oTjserved by a number of 
economists (31, p. 16). lt Jias been observed that as ecOncvnics develop, ta:ja- 
tion moves from a specific to an ad valorem rate, and from taxation of land t6 
taxation of most property.'' Then, because property becomes more h«ero- 
geneous and ownershij> is distributed less equally, other taxes are substituted 

- and the property tax reverts essentially to a levy on realty. The United States is 
now in the second phase of this cycle, and the exemption of personalty from ^ 
taxation should have benefited th^ agricultural sector more than the non- * 
agriculturaJ sector. This is because items such^as lives;ock, fanrf machinery, 

.and motor vehicles were considered as personal property^under many of the 
old property taxes laws. Such farm items are no longer considered as per^onai* 
property in a majority of States (48). 

Increased Relief to Homeowners 

MA^res have been enacted in recent years to provide property tax relief 
for homeowners, and aged and low-income families. This is based on the belief 
that the property tax is regressive. Homestead exemptions were adopted in a 
number of States beginning in the 1930's. This method granted relief to all * 
owners, however, not just those with. low incomes. And, it complejcely ignored 
renter|. The State generally provides the relief by excluding a portion of the 
assessed value of a single-family home before applying the tax rate. According 
to Aaro^n, some 34 States had this type of relief in'early 1974 (2, p. 72). 

However, this approach has been losing ground to the circuft-breaker 
method pioneered by Wisconsin in 1964. This is an attempt to overcome the 
problems of the earlier plans by granting relief when the property tax bill (or 
tax equivalent for renters) exceeds a ^rtain percentage of household income. 

»Some States grant'circuit-breaker tax relief equal to 2^given percentage of 
tftt property tax bill, depending upon the household inc6me level. Relief ma^ 
come as a direct reduction in the*propert^ tax bill, a refundable credit against 
St.ate income taxes, or a cash refund, - • ♦ ' 

By the end of 1974, some 24 States and the District of Columbia had 
adopted some form of circuit-breaker law (5). Unde( a farm circuit-breaker law 
adopted by Michigan in 1974, farmers receive a refundable tax credit for 
property taxes in excess of 7 percent of houseliold incohie.® " ' 

•s/* Specific refers to a fixed, flat rate tax imposed without regard to value on a cTrtain 
type of item; ad valorem refers to a rax thjt varies witfi the value of {he faxed item. 

'Typically, States restrict relief for farmers to taxes on the dwelhng and I acre of 
Surrounding land However, Wisconsin includes farms and other homesteads tlp to 80 acres* 
of !artd(5.p.*17). ' # ' * • 



Theliomfstcad-cxemption and Qircii it-breaker situation presents a mnce(i ^ 
picture for the agricultural sect;or Because t^is sector ismorc-capital^injenji^, 
1t would seem that this type of relief is relatively ;less ^Tgnificaht tcvlvthan ta ^'^ 
the residential property own^r who receives much of the benefits qf ll^ii^Xf^c^Hr ' 
of program in th^ nonagricultural sector. The reason rs*tfiat homesteads* -^^^"J ' 
comprise only a,fraction of the total v^lue of farnpfand^and throUgh"tim€" ; 
continued farm consolidations have resulted in fewec b\\ilcHngsJhi'the afgricu^^ '^^^^ 
tural sector. However, in terms of current income, the honie^t;ra^.an4 ^TP^^^^ ' 
breaker provision may be quite important to tarm^s.^ - , ' ^ ;^ 

4 - ' , 

Incr/ca^d Use of Differential Assessment ' 

Another important development in the evolution of the U.S property tax ; 
has been the passage, beginning with-Maryland in 1956, of variobs types of 
rdiffcrentiahassessmcnt laws, SucK laws calling for the assessment of farmland , 
on the basjs of its value in^griculturaluses rather than other potentiatuSes had 
been adopted in 31 States'by 1974 (2J).'These commonly have been passed for 
one or two n^ajor rc2«Sons. (1) a belief Vhat the normafpropert^tax d;s?l-imi- 
nates against farmers and (2) a desire to,influejicc land use and encourage - • 
preservation of jand for farming or Other patterns of op^n space. ' 
* Differential •assessment^** vary among'States, making it increasing^ 
'difficult to classify them into a few broad types.,The impact of diffefentiS*^ ^ 
assessment laws and practices varies greatly by State and iocality. The diffcren^ 
tial assessment approach may sotTt^mcibe controversial, Thcimpact shguld 
be a favforablc one for the agricultural sector^ but higher^ property taxej^may be 
. forced on the nonagricultural sector IQ raise the same amount of total revenues 
as previously. ^ ^ ♦ 



Changes in "Education Finan<^e 

There have been a number of recent developments in the field of educa^,'* 
tional finance affecting the prpperty tax. Local schools- accounted foi; 42.6 ^, 
^'percent of all direct general expenditures by local governments in 1974/75, - 
compared with 27.1 percent in' 1902 (55,58). In 1972/73, 92.4 percent of /j, 
l^cally'^rais^^ school revenues still came via <hc ppoperty ta;^ and, in i:gcenty 
' years, over half of all local property taxes have gone to support lo^al schoolsf^J 
pp. 18-19, 70). Because of this important linkage between the property tax and^ 
education, many Changes in the field of school finance gr^dy affect Ms tax. 

Recently, many States have tried to reduce the dependence of local ' 
schools on the property tax. This trend was undoubtedly encouraged.by court - 
cases, such as th^August 1971 Serrano vs. Priest decision under which the 
California Supreme Couct ruled that the financing of the educatfon^ systim 
I through the local property tax violated the individual's right to equal protec- 
- tion'under the law. Evenj^though the U.S. Suprfcme Couj?f largely negated this 
decision in March \91l*\T\xheRodngu^z vs San Antonjo Independent School 

^ -c^ • ■ ' ^ 

^ ^ /Id , ' ^ 



BistriCf cas<f, an atmosphere favorable to increased reliance on nonproperty 
taxcs'f or school financing remains. ; ♦ <• ^ 

/^ number of States thus have moved tQ.whaf is called the "ccJst equalized" 
appr<pch for financing local schocfls. This is important because, when the **eost 
equalized*' approach is combined with pve/all highe): Statewide per pupil levels 
of cducaUonal,spending,-the wealihier dillnctS'with higher assessed -valuations 

' of property arc now required to pay proportionately more to support local ' 
schools. The poorer districts pay comparatively less, with the difference 
provided by State-aid from nonproperty t^x sources. This is an important aid 

.to the agricultural sector since most poorer school dfstricts afe located m rural 
areas and^ave been historically heavily supported by local property taxes. 

^ . "^THEORETICAL DEVELOPMENTS - ^' 

In recent years, t number of ecoitomists have changed their ^way of viewftg 
property tax incidence. In short, th^ traditional view has been that landowners 
bear the tax on land, but that the tax on buildings, improvements* and 
businesses is borne in large part by consumers in proportion to their Consump- 
tion" patterns. The property tax, thus," was an excise tax.and was thought to be 
regressive because increases in income do not lead to proportionate increases in 
consumption.^ The new view is*\hat the property tax leads to a Idwer overall, 
rate of return on investment with the taxvJtiftiately being borne by.the owners 
of caplt^al (2). Jhis leads to the conclusion tfiat the tax may even b&pfogressiv^ 
bccause'the ownership of capital'is concentratedin the higher income brackets. 
Th^importancre for the agricultural sector is that the degree of liorizorital prop- 
erty tax equity it receives (vis-a-vis fhe nooagricultural sector) d^p/:nds in part ' . 
on the theoretical view held. This will be illustrated in detail beJow. 



• .THE PROPERTY TAX DATA 

% • ^ ' • . , 

' *^ ; • • . ^ ^ ^ ' ^ 

. Three key property tax seci^S provide the'core data for much of the analysis. 

These arc £he total property tz.^ series, of xh^ Governments Division of. the 

Bureau of the Ceitsus, and the USPA series on the farm real estate and farm 

personal prdperty taxes. ' ^ ^ . - ^ 

The Census series reporHjabces stemnSing froiti iht ownership of property 
and measured by its value. Tms includes^^neral property taxes rekting*to 
propiprty as a'whol^, real and personal, tangible or intangible^ whethft taxed at 
a single ratp or at classified rates, and taxes on selected ^ypes of property, such 
as motor vehicles or certain intangibles (55, 58). This series reports^ljixcs , 
actually collcctedi^^ - ^ ' " , ' 

The Governments Qiyision's Kistoric^l Jlata series d!ate bSck tp 1902,\but 
prior to 194^ the Division prepared data on||^for selected years. The emy 



*It is an excise tax on the noihland poition only. The incidence on fand-site value con- 
sidered separately may even be progressive (2. pp. 19-20).^ 



years arc benchmarks which were specially .compiled from various historical , 
sources. No similar copiffilation has been maSefor the unpublished years. For 
,1962 a;id earlier years, the amounts f.or the various governmental units were 
grouped in term^ of fiscal years ending within th'e particular calendar year., 
tfcginmng in 1962/j53^tliedata for Stdte and local governments were grouped 
in termsof fiscal years Which' cjosed within the preceding 42 nrionths ending • 

June 30,^^ - ^ '">sl,' ' / 

The USDA t4X series o^^arm real, estate irfctudes all ad Valorem taxes , 
levied on farmland^and irppiWements thavare irtiposedl)y Stalc^and' local 

'governments. Speci^Ugessments/pres^ably based on benefits received and 
notK)n value itself, Jpc eluded. Taxes le^ded rather than taxes paid are shown, 
partly because of -differences between the (ax year and the calerfdaY.ycar. In- 
general, tax levies are due in two or more irjst|Lllment$, Usually, the first of 
these is due in the (all of 51 given veai' and ;he rest'ih the following year. Inpay- 
ments vveretised/an arbitrary allocation -of the payments between the 2 years 

- woyld be required. \ ' " ; ^ 

Also, because of possible tax delinquency, |)aynfients lFof ^ny.given year 
may not'indicate the faxes ;hat should have been paid in that yeir. Real estate 
taxes, however, are a lien against the propftty. In most States, they must be 

. paid bjT a certain date or tht property becomes subject to a tax sale. Because of 
this, in the longnin, taxes levied and taxes paid are abqut equal. In measuring 
relative' changes from year to year, levies arc deemed to be more reliable than 
payjments.' • ^ * * , ' 

tax data are usualjy obtained from county or town officials, by means of 
mailed questionnaires. A questionnaire is sent to the tax official in. each ^county 
(or town) oreach State, except for a few predominately ^rban counties. The 

* bfficia} is asked to select 5 to 20 farms Cdepending on the State) that are repre- 
sentative /l^Bfi'various sizes and types of farms found in the county or town. 
For each q^ffise farms, he is asked to redbrd.the^ acreage and the total amount 
of real estate taxe$ levied for the current year and prectrfing year. Tax data are 
, collected annually for mpre than 37,000 farms. These data^re expanded into 
national estimates of the farm real estate tax for that year u^Smg a' link-relative 
technique. Every* 10 years, the data arc bencbmarked on the Survey of Agricul- 
tural Finance conducted by the Bureau^of the Census. The farm real estate^ tax 
data serffes extend^ back to 1890. ^ . ' x , ^ 

The USDA farm personal property tax series"shows total ad valorem taxes 
levied by State and local governments on the laxaible personal propery^ o^ 
farmers. The taxes'included are those levied on farm machinei;^^, livestocjc, and 
• household furnishings. Motor vehicles on farms are also included when taxed 
under property t^x laws, Botfijcneral and special taxes are included if levied^ 
annually on the^basis of vajue, but special assessments are omitted. Taxes ^ 
'levic;d are usctlbqclfescaation taxes pai4 are not readU^ • , 

. '^'Beginm'it^ wtth %6H6l, the Governments Division's proi^crty tax data arc thus on s 
fiscal year basisi^veq though they arc,5imp!y labeled 1963. etc.. in the relevant tabl^ of 
this report. ' 



'Taxes on personal property owned by farmers have been estimated for each 
year beginning^with 1924. ' ^ • 

All States publl^^ reports that show ttie aggrcgagc assessed value^of taxable' 
personal property. The general procedure used jn estimating the total personal 
property taxes levied -)n each State in^each year has been to obtain, frbm.these 
reports,'the assessed values of personal |)roperty and then to multiply these 
figures by applicable tax rates. Jome State reports show separately the assessed 
values of several classes of farm' personal property. It is assumed that some of * 
them, such as Uvestpck and farm machinery, are owned entirely by farmers. 
Values of others, s^h as automobile's, household goods, and personal effects 
arc allocatjd to farmers in several ways.^^ At 10-year intemls, annual 
estimates are adjusted to Census data. Straight-line interpolation between the 
Census base years is used to adjust the annuaf estimates. 

As n^ted above, the Governnicnts Division's prop^y tax data series is on 
• the basis of ta^es dollected (calendar year basis until 1962, and fiscal year basis 
beginning with 1962/63). However, the USDA fariu real estate and farm 
personal pnTp'crty tax series are on a calendar year basis for taxes levifed in that- 
particular year: Because of this, 'whenever th,e two scries are compared in this 
tcgort.nb? farm tax data are lagged 1 year from the way they usually appear in 
USDA publications. This allows'time fo*r the farm taxes to be actually collected 
and makes the data comparable* to the Census scries,* ^ , 

Both the farm" real estate and farm personal property tax series have 
recently been updated an4 revised (48, 50). This makes it an especially oppo^- 
tunrtime to examine the faqn property tax io a historical persj)ectij[e. 



^ ANALYSIS 

The analysis centers* around three major .thrusts. First, property-tax- 
incidence theory is reviewed /or background purposfcs. Secon<}, some property 
tax comparisons are drawn between the agricultural and .nonagricultural 
sectors. Third, sonjc internal agricultural sector changea^re analyzed as they 
have bearing on jlie property tapcT 

_j ^^'^ ; . ■ • 

— T , J 

' ' Detailed information on how both the farm real estate and farm pbrsonal property 
tax series are estiiru^ed may 'be obtained from (65). 

"Compared with the* Governments Division's property tax series, the USDA farm tax 
scries are lagged 1 yk^r prior to 1962 and 6-moi>ths thereafter. This is because bf the 
Governments Division's switch to a fiscal year basis m 1962/63. Thus, 1961 USDA taxes 
levied data are compared with 1962 Census taxes-collected data, etc., prior to 1962. After 
1962. the 1963 USDA taxes levied data are compared with the 1963/64 Census taxcs- 
collectW data, cxc. The shortening of the lag time rftay reflect actual Conditions to a large 
degree lince the interval between property tax asscssrrtfnt and collection has shortened 
throUffKthe jtfars. It is now only a few months in many States (/i). The lag problem 
affca* only comparisons between the |g«icuUur«l and nonagricultural sectors. Thus, it 
affc«$ only tables 1, 6, 7. and 8 belo^v and related discussion since much of other analysis 
is internal to tho«§gricultural sector. 4 ^ 
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\ PROPERTY^AXlNCpENCR^'#ljSITE^^ • 

Tax Jnciaince theory la compleX ar^a'of public.finkrfc'cXvh^ economists . 
traditionally have expressed wide rairge of vicWs. This r-fsults.^bolh from 
differing phUosophies and from the difficulty of isse^g*!? fiflal rtBtmg place 
of the tax burden empiricariy-even when no thaoretidal d$s|^cemei1^ exist. 
Buchanah notes that post-MarshaUian ppsitive analysis in pufelfc finance was - ^ ^ . ^ 
restricted almost ^n^irely to.th^ries of tax shifting>d incirftnCe (9Cp, 383^ ' 
He also notes that Marshall hiia|lf recognized that the t^ory of tax shifting 
^waiJ an^exceljcnt instrument for appfying the principl^ of conipeiitive price ^ ^ , ^ 

^^^Tomp^ative statics offered an acceptable preiiictive framcwort for 
analyzing tax altetnatiy^s (P, p. 383). These' factors allowed a considerable 
amount of Economic fiterature to be^gcnerated in.the tax incMence field ^ ^ 
through the years. M the same time, voluminous literature on the property tax ^ ^ , > 
was emei^lfig. Lynn no^es that the^^stained attention on the U.S. propefty tax 
' by fiscal sc||6|ars has generated a volume of literaturc'thaf "... appears to be , • 
second in .q^ntity, only to that generated by ^the confronta<<?on of the 
America'n sdholar with the antjfrust laws'^ (J/ , p. 7). • . . i • - ' 

• Tax incidence is important to policymakers and has undergone extensive ,\ , — 

andysi^bccau^ ^O^c need to distingui/h between the legal and the'economic , 

conscquchceVofVcax. Legal incidence of a tax refers to the indiW^luals pr 

firms who are responsible unde^ law for remitting tax dollars to thcgovern- 

ment. Economic ihci4ence refers to the individuals who actuaUy have tht^ ^ 

income reduced by the tax. Legal and economic incidence differ whenever the ^ ^ ^ 

-legally responsible taxpaying unit can shift the tax' to ^omcone else by raising * 

product prices, decreasing taxes paid to another leveliof government, or any of • ^ 

a host of other ways. Taxes may^ be shifted from' the agricultyrSi^scctor^to 

another productive^ stfctpr or vice versa. Also, tficy may be shifted from agricul- * 

turc to pwners of resources or to consumers. 

Economic incidence is'the relevant concept ?9r examining policy-related ' ^' . 

questions. Problems such as analyzing the^tax burden of individuals by iiviome ^ • _ 
class or occupation and the effect of \axes dnjhe jrrturnS to the agocultural ~ 
sector require use of economic incidence because these topics refer 4o the tax- ^ 
paying units that actually have their resources reduced by taxes. Remaining ' ' 
references to tax incidertce should be understood as referring to economic^ ; ^ 

incipence. • / # ' . ^ *' 

The Significant volume of material on. property tax incidence makes any 
summary,of p^t and current thinking in the area difficult. Outside t;he core ^ . * 

materials the preferences and nuances of individual authors are considerable. 
Other considerations, such ^s type ot incidence, factors of production being ^ ^ 
considered, long run versus short run, ar\d the^firm'versus the indust^ry o^ 
national view, also play an important role. In'addition, recent years have seen ' ] 
much rethinking by many economists regarding the exact nature of property 
tax incidence. ' * j ' \ \ • ' . 

The intent in this section is to recap gfobalVcEaW^'^ incidence-both 
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the traditJonal and current views. Thfe focus is on thc revcnue sid?, expenditure 
impacts are not explored. . > 

• . ■ *' * ' 

Traditional View, 

The traditional analysis of the property tax burden has been rooted in the 
theory pf supply, and demand and primarily treats the tax as an excise tax. Jo 
facilitate analysis, the discussion is divided into tfiree parts- land^'^ljuildmgs and 
nmprovements, and personalty. .* ^ 

Land. TJie i^ca that the property tax burden on unimproved land falls on 
* the owner whenever the tie is irriposed or increased has been accepted b> most 
economists since, Ricarda. This view stems from the proposition .that any tax - 
levied oh a commodity in fixed supply will be borne by the owners. 

This concept has traditionally been shown via diagrams in economic texts 
by assuming that the' supply of land<!S perfectl/inejaitic and that the dcmzfd 
curve a the usual one, sloping downward to the right. Any laic that is imposed 
simply depresses the price of land by the entire amount of the tax. The only' 
instance under whjch property taxes might be shifted to users would be under 
highly concentrated ownership, where prices had been*below the profit maxi- 
mizing level, and if the ow'ftersjised^n increase in taxes as an excuse to raise 
prices. In reality, howeyer, laild ownership is'widely diffused so that the 
competitive model typically holds. , , 

Essentially, such a property tax is simply a tax cfh site valuc-a cAiccpt 
that has received much attention in the literature since the writings of Henry - 
Gcorgcif the late 1800's. Insofar'as the tax falls on land, it will cause a one- , 
rirflc^dteline in the price* of land and a. capital 'loss to the owner at the time the 
tax is imposed or increased. THis occurs because (1) the quantity of land is 
Sliced, (2) potential renters need to bid no more for the land tharTBcfore the 
tax was imposed, sin^pthe own^r must rent the land to someone (even 
himsclO/^ and (3) ^Rhtial buyers will be willing to pay less since they wiW 
now be liable for the tax and their potential income will be noiarger. " 

Once increased, the property tax rate has no further effect until it is again 
changed. New buyers pay the land tax^in a nominal s^nse in^thatjhey write a 
check for the annual bill. But, they do not Dear the burden in any actual sense 
because the tax caused ihe pur<fhase price of the land to decrease by an amount 
adequate fb compensate for the expect^^d tax paynrcnts. Thqs, there is wide- 
spread agreement that the owner at thc^time the tax is first imposed ultimately 
pays the property tax on site value.' \ ^ 

. An ad valarem property tax.on'the full value o£land viewed as an object is 
proportional. However, when viewed from. the more important perspective of , 
^ho owns the land, the nature of the *^ressi'vjty" dcp<yids on the distribution^ 



' * Potential renters will b*i<J no more for the IdfRl than before the tSc was imposed 
because their bids are ba^eJ pn the inconte they can receive ffocn the land, and such 
iqcomc remains the same. Because the supply is fixed, shifts in the demand curve deter 
mine any change In rent. ' ^ , 



of land ownership by income class. Aaron views the tax on site val^c 4s being 
progressive (i,!,pp. 19-20). This may be true for the economy as a whole, but 
there is^some ^oubt whether this is the case for the agricultural sector 

» Buildings and Improvements. Land by itself typically repr^s.ents onl> a 
portion of the value of any property. Housing and other buildings of various.* ; 
quality may be constructed on the lanf/Even strictly agricultural land ma> 
include major improvement^n the form of sucl^ items as drainage, irrigation, 
fertilizer, fencing, clearing, grading, and terracing. 

The traditional view is that the supply bf buildings an*d improvements is 
not fixed, having the^ topical slope of the supply curve (upward to the right) 
Afiy amount of capital for improvements is available in the long-run at a cost 
determined by the comparative productivity of capital in other uses. It is true ^ 
that the supply of buildings and improvements is somewhat rigid in the short 
run, but in the longer run owners of real property rnust pay property tajces on 
structures and improvements through higher sales prices (and imputed rents'in 
the case of* owner-QCCu pants). In the long run, an increase in property taxts 
will shrink the stock of buildings and improvcmeAts\forcing up their rental 
•prices. - ' r ' ' . ' 

Tht adjustment process in the beginnirig parallels that of a tax orfland in 
*^hat an.i-ncrease m ^axes will initially impact owners, reducirfg their net^income. ' 
Thcvlongrun result of the impo^sition of sueh a tax is that the stock of buildings 
and-impfovenlents become less valuable than would havel)een tl)e case ih the 
absence of the tax. The stock is reduced in supj)ly and users will pay higher 
pents for the restricted -costs \i the capital embodied in them, plus property 
taxes. ^ * ' ^ ' \ 

According tcr the traditional view, the property tax on structures is not 
capitalized because they must be renewed occasionally .'The price of bujldipgs 
and improvements (exclusive of ta\es) is determined, ratlier. by construction 
and'maint'enance costs. The tax is simply a part of the gross c^st for the users 
• o^he build ijigs aivd improvements. ^ , <u 

' , The traditional approach suggests that liion-land g^oparty taxes are borne ^ 
by consuhiers in proportion to their purchases of tlfc goods and services 
ppducetf by tljd taxpd buildings and improvements. Property ^xes on residen- 
tial structures are bdifre in proportion to housing expenditures, actuafQr 
imputed. S pec^ically/hon^eowners bear 'the prqpert*y .tax directly in their , 
capacity as occupants and art unabje to shi^t it. Owners of rental housing shift 
the.tax irvlarge part to tt^ia'nts, who bear the tax in proportion to rents paid. A 
por.tion of the price of all good^ producfed (even in part) using non-residential 
(busiijess) pfof^erty would consist of the' property taxes, on bufldirigs and 
i^^fev^mcnts directly orjndircctly utilized in^the production of thtise goods 
Owiiers of sfuch busincis^property'.thus pass on to final con|iimers a sizable por- 



The 'analysis presented in conn,cctiOn vtnh tabic 2 below will .provide further 
infornw^tfcn on ^his issue < ' • .* ' 
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"tion of ft6n-rcsidcatial.propert>'' taxes. ^ ^ TheVemainder js a t/urclen on capital 
incoijre. * . < * . .] \ 

In short, the burde}i of property taxes can be allocated dp non-residential 

^ structures according to both family consumptio/i and capital^ income and the 

' ' burden of residentia^ropert> taxes^bn the b^^is of housi^ig txpcndicures. The 
ratio of consumptimi tK> irjcomc'decreases'as income mctea*s^s and, because of 

, this, so cloes th'e ratio of property tax burdens' to incorae. Thus, according tP:, 
the traditional approach'^the property tax is regressive. , ^ * ^ 

. Pcrson^ty. Famrpersonal property taxes^r^ levied on four major cate- 
gories of property- livestock, farm machinery, motor vehicles, and household * 
goods^4^) The first three of these categories are largely'.ptoducer durables and^ * ^ 
ocfier capital. The property tax burdehon'these thc(y categories of property 

. rests^in large part wi^ capital income (i.e., the owners)*and toVlessef extent 

on the consunier. The reasoning parallels that of general busin^ess-pr9perty* * , 
taxation incidence' but the exact allocation varies According to the ^i^uation. 

h^etzer believes that^uch of the personal' property tax is* passed on to ' 
final -consumers, but i^ is'doubtful if this ho}5s in the'agrlc^j^fal sector ^ 

, because of the m^y small firms selling products in fl^confipetitiye ri^tionaf 0 
market*yady thus allocated the burden <?( %t larm personal property^x"tp . 
lando\yners Cowner-operators and landlords) (isV.ijJ^'tzcr does mention the*. ^ 
possibility of forward shifting to consumers when a few farm Slates Vithl ./i ^ 
^ similar personal property tax provisions projiuce niQSt-orth^ Oiftput of a patfic- 
ular farrn^ cfl^imodity, But, only wjieat is usejl in the illy sd^tio n- (40, 'p.*t 57 ' * 
Ta3<;eS'0n household good^consumec duraWe^) are^ thought. bV fljost ' |^ 
economists tpjest ofi the owners rather than being sh if tetf backward to\ \ ''^ 

^ -producers of thesd goods (22, p. -370; 4-0, p^ 39). Since taxpay^re^' not'sell; ^* ' 
houscljold goods as'a business they»have little ppj^orti^fy to s|fi(^oryartl^ 

*. tax on such'goods. This applies in thciaijn sector/A'lso^ a portSon^bf tHeVarm. fc, 
mdtor-vehic'le expenses are for consumption anstmust'be p<^ardcd.as-a hous^- • ' \ 
hold payment for consunjer durables.,the final ;es|3n^.p1arc^Ytho personal * **\v^ 
property tax on household vehicles is thus thought to'ic'laj-gelyon th'e owners - * 

^(^9. PP 3^, 156). Moi^eover, t;h'e demand for^utomojbifcs li; thought t04>c quite 
iireIast^<o the personal property t^ on the^\docs^Jlot*^n^fi6a^lt^2' reducer 
pur<^hascs or produce muph backward shifting to si/ppTiers*(40» p! V56). 

^ • . . ' " . ' ^> * 

Current Vic)y ' \ V' '! . ' •'^ * * k\' 

Since abogt 1960, there has Jbeen a change in th^ approach ujed \)yit^^ ,^ • 
^ economists to analyze tax Ihcidcnce (45. p. 26). A morfe^ consistent fi;4iii<:work*" ' 
for tax incidence analysis hasr,bec>v developed, even tfiough dif^reoccs of * 
opinion among economists about incidence still exist. TJb,^s/icw approach' " ♦ 
follows the work of^such ecpnolhists as Harbcrger, iVjicszliowski, ai^d Musgrave ' * ^ 

' ' » * *i * ^ , • * * 

J ' Mlalf. acco^^g to tlic Musgraws^i^P. p. 367) and'diffcrcnXf'acWonsJjr pending op 
the type oi property^ according to Nctzcr (40.41). Hhc al/Hity f^pa,^ the tax on to can- 
surficrs depends in part upon the ijflrket^powcr of th^; Various mdustrics or sectors / '* ■ 



(24. 33, 34; 35, 37). There were a few pre4ecessors even to this more recent 
workras noted by Mieszkowski in his 1972 paper (35). Hargerger;s c&ssic ^ ^ 
analysis dealt witji the corporate income-tax incirfendq, but elements of the^ 
^proach have relevance to t^ie property tax (24). 

In short, the recent revisionistView pf property tax incidence holds that , 
^the initiaUy lower return rate on improvepnents to^qp^rty does not offset the 
total level of investm^ent but limply steers investment into sectors of th<^ 
.economy 'that are le^ heavily taxed. This leads to an overall lower rate oi 
return on all investment and, according to this^approach, the property tax is 
yltimately borne by the owners c^f capital (2). Eyen the Richardian view that 
landowners bear the tax on site v^lye has been challenged by some economists 
who argu^F that investors h^ve no place to flee when a tax is simultaneously 
inlposed on land and reproducible capital. Thus, the resultant-rate of return is 
reduced on all capital, inclutiing land (45, p. 36). 

The beginning' point in this theoretical analysi^is a uniform tax on the ^ ' 
value of all land and.capital.goois, SugK a tax cannot be shifted but must be I 
borne in/uH by owners.of capital goods since it cannot avoided by shifting , 
assets to untax^ sectors or by raising prices. Such a tax reduces the yield on^ 

- capital t6 each owner, but does not alter the profit-maximizing price or output. 
The burden of this tax would be distributed in proportioato the ownership of 

assets. . . ' I !i A 

In the real-worlti. the;4)ropffrty tax is.not a uniform tax on land and 
' capital. Some categories are entirely exempt and rates vary. While the initial • 

- impact of variations in tax rates mky foUow the traditionatanaly^is, the final / 
result IS different a'ccording to the new approach. The supply of land under any 
one particular use is not viewed as fixed, according to ;l?e new approach. The 
imposition of a^ new or higher tic onlknd and capital in any one jurisdiction 

. wUl cause investors to shiftj;««ources in the longer run to lower tax areas, 
reducing the average return on capital throughout the economy. The eiact 
distribution of this buwlen depends upon a number of^coi\si^ationss^ch as * 
. ease of factor substitutabUity , factor mobility, size of market area, and shifts 
in demand When relative commodity prices change (2, pp. 4243>. 

Because the property tax burden Under/^new viaw is dijtributed in pro- 
. portion to asset ownershlff, it^s irpportant^olook at the**diStribation of^the 

ownership of wealth. Evidence^ suggests that capital ownership b concentrated 
^in'tfi^ higher income brackets (^ pp. 32-33)\ Thus, under the new view of ' 
_|2^erty tax incidence, any reduKTon in the rate of return td capital assets as a 
result of the property tax causes a progressive distriBution of the tax burden. 

^Sor*e-taXR^^»*with, low current income possess significant property 
holdings, however. The result is that, even when the property tax is viewe^ as 
being borne solell ij^y^apital, the rfcsultant tax burden by income <;lass follows- 
- a U-shaped distribution (2, pp. 45-57 i 4, p. ^3). Thus, the ovcraU progressivity 
is'tempered soi^hat in thi^lowcr to lower-middle|icome brackets. < 

The current view h^as madc^-a substantial im^pact on pubii6 financ.e 
economists. F6r example, most such economists pow view the property tax as 
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somewhat l?ss ^regressive than formerly 'thogught;* Some have come to view it as 
patently progressive (/ 5). , - ^ ' . 

, 'Thc^discussion continues, however, and the. new view has its critics. The 
debate centers around a number of issues including the beginning point of the ' 
analysis under the new view (the unrealistic assumptioji of a uniform national' 
property tax), permanent versus'annual income for analyzing regressivity, the 
nature qf factor supplies, the rd(e of government, the initial tax structure, ancl 
th'e market power of the industry arid firms involved.? ^ One way of resolving^ 
the analytical problems that^rise from the differipg views is to derive results 
pnder a range of assumptions. This, for example, is what Pechman and Okner 
did with their national tax model where eight assumption variants were 
employed {45). The only problem with, this approach is that analysis using 
multiple assumptions can poteT^i^llv become as confusing K)^r misleading as 
linlitca'"OTno1i naly sis. » 

One important consideration for the agricultural sector is the amount of 
property tax shifting,to consumers. This snift has been mentioned in a general 
conttxt above, but it has more imuortant specific implications for agriculture. 
If maricct power enables firms oi/an industry to pass the property tax to 
,cConsumers, one has a situation more analogous to the traditional excise tax 
perspective of property tax incidence and the tax will be regarded as regressive. 
But, if the tax cannot be passed forward and must be absorbed by owncrs-of 
capital, the situation is like the fevised incidence view with *a more progressive 
impact by inconjie class, and other conclusions ftecessarily follow (45,' * 
pp. 35-36). ■ ^ ' . ^ 

One finds a variety^of explanations. for property tax shifts between the 
agricultural and the no nagri cultural sectors in the litefature. Fpr example^ the 
* Advisory Commission on Intefgovernmental^elations (ACIR) cites a 1972 
stvwy by the New Jersey Tax Policy Qqmmittee that assumed tfiat all property 
taxes on businesses and farms were shifted forward to consumers (4, pp. 170- 
171). But this appears' tp be an extreme view. ^ 

In reviewing the property ^tax, f^Jetzer states, *^*The conventional wisdom 
surely overstates the degree of forward shifting** (4/, p. 527). He notes th^t, to^ 
the extent that there is less forward shifting, more of the burden falls on 
owners ofJand and capital (47, p. 527). "Such Changes in shifting assurhptions 
.will lead to generally more progressive iesults. He believes that hal^or less of 
business, nonresidential, reproducible capital (including farm) property taxes 
arc*shiftecrforward(4i, p. 534). 

A((usgrav^ notes that it is an issue of market po\ycr and that in his view less 
than one-third of the projpert^? tax on nonhousing property is shifted {36, 
p. 2^5). Th^4u graves note th|f farms and personal'prd'pcrty are unlikely to • 
offer much option^for administered pricing and hence for forward shifting of 
property taxes to consumers (JP,* p. 418). • ^ ^ 



''For a detailed look, sec the discussion^ollowing the papers by Airon (/) in4 
Musgrav* (36) in the Amer hcon. Rev.. Vol. 64, No. 2/May 1^74, pp. 230-235. * 
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' One is led to conclude that the agriculturaf ^e(;tor, because of its many 
small firms operatihg in a competitive market, possesses limited opportunity' 
for forward shifting to ccmsumers and t;hat the' revised incidence theor> may 
have more potential importance to this sector than to much of the remainder 
of the econpmy, especially in terms of lessened regrejfsiyity. * ' 

Implications • \ 

The importance of property tax incidence analysis for the discussion 
below ismultifaceted. First, one must be aware that there t>pically is more 
complexity than first meets the eye in assigning the final resting place for any 
tax burden. Second, the wide range of theoretical opinion on property tax indi- 
^cn^c forces one to recognize an array of possible outcomes regarding the final 
resting place of the tax. Thir4 even where theoretical agreemen>is possible, 
the empirical studies of property tax incidence often have been less than 
definitivt. Thus» making policy conclusions on the basis of muc|i of the datl 
available-hcrein and elsewhere— conceming the "apparent" incidence and 
burden of the property tax is commonly difficult and often tenuous. 

Much of the final outcome for the agricultural sector depends upon'its 
market power when selling its products to the nonagricultural sector. Agricul- 
ture y historical lack of market fio\Ver increases the potential significance of the 
new theoretical applroach for the sector to some degree. 

It should be rfoted that the theory also has implications for farmers z,^ 
consumers. As consumers, farmers also lack market power and may be paying 
more than their fair share of the property tax imposed on sellers of farm inputs* 
and consjimer'^gapds. Thus, the owners of agricultural capital may bear the 
brunt of the property tax when the sedtor is selling its products, but agricultural 
producers and consumers may pay a disproportionate share when the sector , 
buys inputs a;id consumer goods. • • ' 

/ . This lack of market power— in both the buying and selhng roles— is not 
likely to change significantly far the agricultural sector m the foreseeable 
future. • ^ 



^^Thc entire subject of prOporc> tax shifting by the agriLuIcural seccor.is a somewhat 
Confused oi^c, Neczcr follows criadittonal logic in assuming chat a property tax on the land 
would b<^borne by landowners. But he then assumes chac a general tax on improvements 
and personal property can be expected to be shifted forward to consumers when imposed 
''on a competitive industry . . confronting relatively inelastic demand Uke agriculture*' 
(40^ p. 250). This stress on the strength of inelastic demand to draw forth the agricultural 
property tar^>urden is interesting in view of the futile hope of an. earlier generation ^ 
agricultural economists that inelastic>demand coupled with population growth wg 
ultimately "solve" the "farm problem." ^ ' > 

Net zer cites studies on both sides of the shift ingjssue. He notes that Musgravc and 
Daicoff (1958)'cssentially follow the demand pull reasoning and assume that three-fourths 
of the property tax on agriculture is shifted forward to consumers and one fourth is borne 
by recipients of income, Butiie f^pd that Brownlce (1960) assumed that sijch taxes are 
borne entirely by farmers. A Wisconsin study (1959), he notes, assigned 75% of the farm- 
land tax to the owner and 25% to the consumer, and divided the taxes qn farm structure 
and pcrso,nalty evenly between owners and consumers (40, pp. 247-251). 
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AGRICULTURAL-NONAGftlCULTURAA- SECTOR COMPARISONS 

i 

The following Is a comparison of tht proteny tax burden of the agricul- 
tural and nonagricultufal sectors in a historical context. First, the focus is on 
the tax as a share o^ income flows. This stresses the abilit>-to-pa> principle of 
taxation. 

Second, a look is takenWt the tax and Stocks of wealth. Property taxation 
is a t}pe of wealth taxation and a case for 6uch taxation can be made on the 
grounds of both benefits received and abil/t) to pa> . Benefit considerations 
suggest a need for w rem-typc propeny tixes on real assets, while ability-to- 
pay considerations ■indij:ate a need for a personal tax on net worth (39, p. 
319).*^ The modern property tax in tne United States is^ neither of these 
because of its narrovver base. Morco\er,At should be recognized that in the final 
analysis the entire tax burden Wist be jporne b) individuals. Taxes may be col- 
lected from busincs| firms, bj^|lthe ultinate buitien must be traced to indi- 
vidual households in their roles as owners of businesses, as employees, or as 
consumers. V, 

Income Basis^ 

^fhe total U.S. property ta^ billAvas $51.5 billion in 1975. Farm property 

taxes totaled $3.1 billion or 6.0 peKent of the U.S. total that same year. Farm 
real estate taxes comprised 85,6 cfercent of the 1975 farm totd, with farm 
person^feropen> taxes making up the balance. Farm reaj estate taxes were 
87.8 p^cnt ofthe farm total in/l927 (table 1). 

v The farm real estate tax ana the^^total U.S. property tax bills increased 
23.0 and 7 1.9. times, respectivol) , dnrirfg the 1902-75 period. Farm real estate 
taxes as a share of U.S^ total roropeny /taxes declined from 15.7 percent in 
1902 to 5.2 percent in 1975. 

Most data series must bc/coropaccd on the basis of a shorter time span due 
to data limitations in the earner years Thus, total farm' property taxes declined 
as a shaVe of U.S. property taxes from ^12, 7 pcrcen^to 6.0 percerft between 
1927 and 1975. (A*short-liv<jd increase occurred, from 12.-7 percent to ^3.1* 
percent, between 1927 ar)d |L9*n before the longer term declrne set m.) Farm 
personal property taxes 'as a percentage of all U.S. property taxes decccased 
from 1.5 percent to 0.9 percent during the same period, but peaked at 2.4 per- 
cent in 1952 -53 during the interim, this reflects the relative decline of personal 
property taxation in the U.S. property tax structure through time. 

A common standard for the appraisal of taxes is that of economic neutral- 
it) among industries, inputs, ^nd locations iXccordm^ to Netzer. **Net output, 
or national income originating, is perhaps the most satisfactory readily, avail- 
able statistic with which to measure neutrality" {4(T, p. '26)^ National income 
(NI) IS an especiall) appropriate basis of t^x neutrality comparison by sector 
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' */« rem taxes arc imposed on objects or activities independently of the character- 
istics of the transactor or owner. They may be contrasted with personal tlxcs which are 
adjusted to the taxpayer's personal ability to pay. ^ 

9^ . ' 
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Tabk l>-Tottl property tmxef«Cirra property cues, tod nattoniftncon 



ii$cstes*Kt«cted years, 1902*7$' 



Year 



TotaJ 
property 



Famv^al ' 
cstaCR, 

tftXf-t • 



Farm rcai personal 

Farpi estate property 

' pctfonai ^ Total farm taxes/Toial taxes/Total 

. ptbpttty property • property property 

ta;^ ' taxri i^cs ' taxes 



National 
iryxMtic from 
farming/ 
National 
income 



Total 
property 

taxej/' 
National 



Total farm 
pr6pcrty 
taxes/' 
National) 

income, 
farm>sector 



Xota! nonfarm' 
property 
raxes/ 
National 
income, nort* 
/('arm sector 



,1902 
1913 
' 1922 
1927 
1932 
1934 
1936 
1938 , 
1940 
'1942 

1945 
1946 
1947 
1948 
1949 ^ 
' "1930 ^ 

' m\ 

1952 
, 1953 

1954 

1955 

19S6 

1957 

19S8 

1959 

1960 
. 1961 

1^62 * 

1963 

1964 
^1 1965 

See, footnote! 













( 








706 


110.5 


' N/A 


. N/A 


15.7« 


1.332 


191.2 


^ N/A ^. 


N/A 


14.4 


3.321 


509.7 


N/A 


N/A 


15.3i 


4,730 


575.6 


** 73.0 


598 6 


ll-< 


4.487 


526.1 


62.5 


588.6 


11.7 


4,076 


398.4 


39.3 


437.7 


^8 


4.093 * 


392.3 ' 


42.0 


434.3 


96 


4.440 


404.8 


47 1 


451,9 


9 1 


4,430 


406.8 


49.1 


455 9 


92 


4.537 


406.7 


56.1 


462 8 


9.0 


4,604 


400.2 


76.8 


477.0 


^.7 


4.802 


418.9 


» 80.4 


499 3 


8.7 


4.986 


464.8 


91.5 


5563 


. 9.3 


'5,507 


(.'518.7 




617 2 ^ 


9,4 


6.126 


605.4 


* 127.7 


733.1 


. 9.9 


6.842 


656.0 


150.1 


806 1 


9.6 


7,349 


706.2 


166.5 


872 7' 


96 


7.926 


742.4 


176.9 


9193 


9.4 


6,652 


776.7 


208.8 


985.5 ' 


9.0 


9.375 


830.4 


228.6 


1,039.0 


8 6 


>,967 


846.9 


221.4 


1,068 3 


8 5 


10,73$ 


878'4 


2160 


1.094.4 


8 2 


11.749^ 


^31.2 


^ 223.0 


1.154.2 




12,864' 


974.2 


219.4 • 


1,193 6 


76 


14,047 


1.032.1 


228.2 


'1.260,3 ' 


7 3 


14,983 


1.080 7 


247.9 


1.328-6. 


7.2 


t6.405 


1>154.7 


274.0 


1,428 7 


70 


18,002 


l.V^ > 


286.1 


1,529.2 


69 


19.054 


1.4) 0 


297 5 


1.608 5 


6.9 


19.833 


4^37^.2 


304.1 * 


1.676J 


* 6.9 


21.241 • 


1.4112 


, 3202 , 


1.7374 


67 


^2.583 




331 3 


1,798 0 


6 5 


^CimJ of table. 
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I 



N/A 

N/A 

N/A 
1 5 
1 4 
1.0 
1.0 
1 1' 
1.1 
1.2 
1 7 
1.7 

1 8 
^1.8 

^ ^^ ' 

2.2 
2,3 

2 2 
24 
2^ 
2.2 
2.0 
1.9 ' 
1 7 
t.6 
1.7 

I 7 
1 6 
1 6 
I S 
L5 
1.5 



\n/a 


N/A 


3.4 


N/A 




N/A' 


\N/A 


N/A 


3,8 


N/A 




N/A 


In/A 


' N/A 


S3 


N/A 




N/A 




N/A 


58 * # 


N/A 




N/A t 




80 


106 ^ 


17.4 


\ 


Ift.O 


107 


85 
8.7 


84 


10 6 




'8 2 


• 106 


64 


1,1 ^ 


■ 


6.2 


10 2 


8.8 ^. 


67 


7.8 




66 


10 3 


7 5' * 


56 


7.6 


t5.4 


" 10.2 


8 8 


3 3 


3,9 




3.3 


10 4 


- 78 


2.5 


3.4 




2.5^ 


104 


8 3 


27 


3.4 




2.6 


11 2 


100 . 


28 


3 1 * 




2.8 


,112 * 


9.5 


2.8 


34 . 




* ;?.8 


120 


9.6 ^ 


28 


3.5' 




^2.7 


11 8 


7.5 - • 


3-2 • ^ 


5 1 




. 3.1 


11.9 


7.2 A 


3.1 


5.2 




30 


^ 11 6 


7!i 


2.9 


4« 




* 2.8 


11.4 


6.4 


30 


5.4 




2.9 


11.1 


5.4 


3.1 ' 


6.4 




-2.9 ^ 


10.7 


5.2 


3.3 


6 9' 




3.1 


10 2 


44 


3 3 


7.5 




34 « 


98 


4.2 


i< 


7 9 




3.2 


93 


40 


36 


8.2 






9.0 


4«6 


3.9 


7.5 






sy 


36 


3.8 


9 2 




3.6 


8 7 


3.8 


4.0 


9.2 




' 3 8, 


8.5 * 


' 3.8 


4J 


9 5 




40 ' 


84 


36 « # 


4.2 


9-8 




4 0 


8 5 




4.1 ' 


10 3 




3 9. 


8 2 




4 1 


11.4 




3 9 


80 


32 . 


40 


10.1 




3,8 
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TMte l-Totd propmy oxct, him property taxo, >nd national bicomc^Unhcd Satct, Kkctcd ye«r<. iy02»7S' -Contii^ucd 



Toul 
property 
. taxes 



Pumte*! 
estate 
taxes 



Fann 
. ^petsonai 
property 
taxes 



TouJ fann* 
property 
taxes 



^ Farm real 
estate 
taxes/total 

^ taxes 



personal 
property 
taxesA'oui 
property 
taxes 



Total farm 
property 
taxes/ 
Total 
property 
taxes 



National 

income from 
farr^^ " 
National 

^ income 



Total 
property 
• taxes/ 
National 
income 



Total farm 
property t 
\ taxes/ 
National 
income, V 

farm sector 



• MtBtCfKdoBan • 



■ Percent * 



24.670 
?6.047 
27,747, 
30,673 
34,054 
37,852 
42.133 
45,28) 
47,705 
51,491 

661,439 



1,535.7 
1.633.8 
1J30.5 
1.881.8 
.2,038.8 
2,169.1 
2,375.2 
2.462.7 
2.513.7 
2.65k8 

44.673.3 



338.7 
367.4 
385.5 
• 402^8 
388.3 
402.8 
409.3 
424.9 
420.1 
444.3 

8.928.1 



1,874.4 
2,001.2 
2.1 16.0 
2,284.6 
2.427.1 
^.571.9 
*2p784.5 
2.887.6 
2.933.8 
i.096.1 

52j790.0 



6.2 
6.3 
6.2 
6.1 
6.0 
5,7 
5.6 
5.4 
5.3 
5.2 

6.8 



1.4 


7.6 




40 


. 9.8 


3.8 


*1 4 


7.7 . 




4.0 


1173 . 


3.8 


■ 1.4 


76 


* 2,5 


.3.9', 


IIJ 


3.7 


" 1.3 


7.4 




4.0 


11.2 


3.8 


1.1 


7.1 




4.3 


11.7 


4.1 . ^ 


1.1 * 


6.8 




4.4 


12.0 


4.2, ' 


1.0 


6.6 




44 


10.7 


4.2 


(y.9 


64 




« 4.3 


6.9 


4.1 


0.9 


6.2 




4.2 


8.0 


4,1 


0.9 ^ 


6.0^ 




4.3 


8.4 


4.1 


1.4 


, 8.0 


4.0 


4.0 


/-9 


4.0 










1 ' 





'N/A* Not available. 



-^"•"i and Hawaii bcfinning with i960. * Based on years for which data'are available. 
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3ince it reflects earnings by thFFactors of produgtion. Indirect business taxes- 
^and the property tax is treated as such in the ixational income accountS-=-are in 
addition to the earnings of the factor suppliers. National income originating in 
farming (NIF) was 8.0 percent of all Ml in 1932 and 3.1 percent in 1975,(tabie 
. 1). The high was, IQ.O perccn^in 1946 and the low wai 2.5 percent irt 1968 
and 1971 , but.the long-term trend was one of declining relative importance of 
the farm sector as a source of U\, ^ 

Total property taxes as/a percentage of NI were 3.4 percent in 1902, 
increased to 10.6 percent during the deptjis of the Great Depression (1932), 
decreased to ajow of 2.5 percent during 1944, and increased with minor inter- 
vening fh^tuations to 4.3 percent in 1975 (table 1).*^ Total farm f/rpperty 
taxes as a percentage o^NIF decreased from 17.4 percent in 1932 to 8,4 pe^! - 
cent in 1975 with intervening fluctuations between 3.1 percent (1940) anH^ 
. ,12.0 percent (1971). Total nonfarm property taxes-as a percentage of national 
income originating iathe nonfarm sector (NINF) dechned from 10.6 percent in 
1932 tp a low of 2.5 percentin 1944 arid ended the period in 1975 at 4.1 per- 
cent. Thus, the ifriportance jof property taxes as a p^rcentagcuof Nl (including 
I^INF) has fluctuated through time, with no strong trend apparent. However, 
for the agricultural sector property 'taxes a percentage of NIF ten3 to 
' increase dunng periods of weak demand and rclativelyMow farm priccs^^^ 
r The crux of the whole tax neutrality matter for the agrictiltural scct6rcan 
be settled by comparing all data on the basis of a common time period. Data 
arc available for all series since 1932 (table 1). These show ^hat for the 1932-75 
period farm property taxes accounte^^for 8.0 percent of all -property taxes, but 
that NIF was only 4.0 percent of total NI. During the same tjme span, property 
taxes took 7.9 perpent of NIF. and only 4.0 percent of NINF. ' , 

' The changes throughout the 1932-75 period also are of interest. In 1932, . 
the ratio of the percentage of property taxes paid by nffmers divided by the 
ercentage'Of national income originating in farming was 1'.64. It was 1,94 in 
19^ but never went. below 1.12 (1946) or above 3.04,(1968) during the - 
1932-75 span. Similarly,- ratios can be constructed which*«how the share of 
NIF comprised of farm property iixcs divided by the^share of NINF' mjide up 
of nonfarm propert); taxes. This was 1.7-4 in 1932 and'2.05 in 1975,'but 
ranged from a low of 1.11 ijg^l946 to a high of 3.16 in 1968. 

All these calculations indicate that the agricultural sector has been paying 
prop^ortionately ittpr^ of the Nation's property tax bill than has the nonagricul- 
tiiral sector, when this burden is compared with the two sectors* respective 
shares 6fNI.^^ ' * . 



^ ^ Nadonal income statistics have \^cn officially reported regularly for the years since 
1929, but data for earlier /ears have been estimated unofficially (60). 

'^This reflects the fact that the property ux is relativ^ely income inelastic-espedally 
to decreases in incomes* ' ' ^ ^ 

This is true d^pice the recognition that any comparison of taxes and incomes 
between the Agricultural and nonagripOltural sectors is likely to be biased to some degree, 
because unrealised capital gains ^e apt to be somewhat larger in the agricultural sedtor 
than in the remainder of the economy*. 
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A number of conce^tr,have been advanced in the literature regarding jche' 
reasons for non-neutrality of taxes. Netzer states that the property tax is not 
neutral among industries for **. <3whatever the reason, whether it is related to 
differences iifcapjcai-output ra^fos, in^c^rpfit^bility of jnvestme;it reached 
by the4)ropcrty t«x <\5!iich is not quite the sihie thing); in geographic location, 
or in properly tax cdVerage and administration" (40, p. 26). There are other 
factors which can play a role as well, and despite JVetzer's pessimism, it would 
be appropriate to pux^ut a c^ouple of them, regressivity and relative capital . 
intensity. , . * 

Rcgrcssjvity. Available data on the per^capita personal income of the farm 
population extend back to 1934. They show that the per capita personal 
income of thfe farm popul^ition has, typically been less th%n.that of the nonfarm 
population^(5J). Thus, other factors being equal, the farm population w'ould 
pay a disproportionate sharq of the property tax if/qne viewed the tax as being 
regressive. This was the case According to traditional property tax Incfdence 
theory. Accprding to'this theory k wks held that the property tax jDasically was 
an excise ta;yjltimately borne largely by renters ^and consumers^ and that the 
best yardstick of ability to pay was the annoal flow of household'mone^ 
income. It followed that the property tax was regressive because consumpiPn 
is a relatively more imp?)rtant component of the budgets in low-income * ' 
households.** t ^^^^ • > , 

Based on these theoretical underpinnings, the idea that the property tax if 
regressive. l\as been widely accepted throughout the 20th century (2, p. 2). The 
literature which takes this viewpoint for granted is extcnsive'(/, p. '212). 
Gaffney maintains tfiat t6day*s current concept of regressivity "owes tnuch to 
the data, assumptions, and approach involved in the work of Musgrdve, Carroll, 
Cook, and Frarie (38), which was published in 1951 (/5, p. 411). In recent 
years, foijr important empirical studics-Netzer (1966), the MusgraVes (1973)^ 
ACIR U973),TncrPechman and*Oknern974)-have shown the property tax ^ 
to j>e regressive (4, 39, 40, 45). This lifie of reasoning would lead one to' con-' , 
elude that the .agricultural sector probably pays mo.re than its share of the 
property tax bill, mainly because of the regressive nature.of the'tax. 
r ^ But how would the *ag^ricultural secto^fare comparatively under the 
^'revisionis^'^theory of ^'roperiy tax incidence? This view holds.that the tax is 
ultimately borne by the'^dwners of capitalv^ecau§e capital ownership is largely' 
concentrated jn the higherincome bracVqts, any rediktion in the rat^ of i^turn^ 
to caf)ital caused by the imposifion of a property tax must result in a progres- 
sive distribution o(.the tax burden (/5). 

The question stilf remains hc^ the agricultural sector would fare in a cojn^ 
parative sense even under the revisionist assumptions! The answer depcrtds 
upon the relative distribution of capital owrimhip between the agribultural'and 
nonagricultural sectors Hy income jeyel.' Available evidence suggests that there 
\s a much higher ratio of V/fealth to income in the agricultural sector (table 2). 
Moreo\%r, irtternal agricultural sector wealth is skewed muph more toward the 
lower en3%f the income scale than isthacasQ^f^r jhe U.S. economy as a whole. 



Tabic 2-Ratio of wealth to income, agricultural households. 1966, 
and U.S. househgjids, 1962 



^Agricultural hoiischolc^s 1966* 





Ratio of 


' , Income 


net worth ' 


bracket 


to income 


SO- 2,499 


29.14 


2,500- 4,999 ^ 


10.70 


5,000- 9,999 


6.87 


10,000- 14,999 


5.40 


15,000-24,999 


.7.55 


25,000 or more 


8.00 



Cf.S. households, 196 



,6! 



I^co 



Income 
bracket 



SO - 2,999 
. 3,000- 4,999 
5,000- 7,499 
7,500 - 9.999 
10,000- 14,999 
15,000- 24,999 
25,000-49,999 
'50,000-^^9.999 
100,000 and over 
AH incomes 



Ratio of 
net worth 
to income 



4.8 

2.5 

2.1 

22 

2.3 

3.5 

8.4 
10.7 ^ 
10.7 

3.5.- 



»Data includes off-farm irfcomc and off-farm wealth in net worth statements. 
Sourccs:(4. p. 32./O.P 39). > ^ . - 

' This'would tend to ^te a substantial' part 6f the progressivity of the . 
property ux for tjiis Vctor unde? the new theoretical view of property tax 
incidence. It follows, under the new approach, that the agricultural sector , 
could still enAvp paying more than its share of the tax due to comparatively 
more wealtji Jt the lower income levels. , 

Pasour^s recent study of the capitalization of farm property taxes for the 
United States using 1969 data found little evidence of farm real estate tax re- 
gressivity {441 pp.546-547). For a tax^lecrease of $0.20 per $100 value under^ 
average eircumstances, he found the amo\int of the tax capitalized into.higher 
property values as a percentage bf incom^ for various farm sales categories was ' 
as follpis- 1 19 ($2,5d0-$4.999). It21 ($5.O0D.$9,999). J.30 ($10,000:. 
$19 999) 1 19 ($20,000-$39.999), and (§40;000 and over). Pasour lists a- 
number of cavt^ats regarding th<5se findings/includin^^thc possibility of con- 
siderabl^: variati9rfin the burden of property ta^^s ai. agy given income level 
due to differing capital intensifies. , — ' % ' 

S Critical to any analysis of tax'i^gr^^ssf^y is the income concept employed. 
^FoAexample, the longer the time p<^'cll5vxr-wt^ph income is measured, the 

les^ikeFy it i^cliyield a false picture qflhlt household economic situation. 
. Good and bad y^ars tend to even out. giving credence to the use of a perma- 
nent income concept in studying tax incidence by incdme class. . 

Aaron notes that the use of annual income malocs the distribution of tax ^ 
burdens more progressive (2,^. 2^). He-fccls that thq evidence suggests' the 
- family cOnsumi5tion-income ratios by income class do not vary much if a 
" normal income concept reused. Thus,^if the traditionaUicw of property tax 
incidence^is "followed that^^ropcrty taxes.arc born in proportion to c6nsump- 
■ - ,ti6n such taxes may be proportional to nonnal income (2. p, 30). * 

" 26 ■ " 




Recent work by Paglin, which corrects foi^ntrafamily income over the life 
cycle, shows that the typical Lorenz curve (basdl on the concepts of perfectly 
flat family age-income profiles and anqual income) yields a Gini ratio which 
^ overstates the actual degree of interfamily income variation by 50 percent \^42). 
Furrirer research is needed to resolve the question 6f property tax regrcssivitx 
, for takpayers in general and farmers in?|Minicular.' ^ • . • 

Relative canital intensity. A perhaps mcTre f Fausible reason than regrcssi- ' 
vity why the agrt^ultjijal sector pays a disproportio.nate share of the prbY)crty 
tax simply may be the sector's relatively greater capital intensity. Indeed, the ' 
data in table 2 hint at this explanation, showing the much greater level of 
wealth required in the agricultural sector to provide the same level of mcome as 
Found in the rest of th^economy. Unpublished USDA data show that in 1975 
avpage investme;it^er farm worker was $98,540, per production worker m 
manufacturing enterprises, $55,252.^^ (Average investment per eniployee- 
both produ£tion and management-in manufacturing enterprises was $40 277 
in 1975.) 

Other estimates based on a cost rather than a current value basis suggest 
that investmyit per worker in agriculture may be only about 10 percent hiper 
^ than in manufactunng-not 50 to 100 percent as observers formerly believed 
(4P). But this may not be a very relevant point in a tax context since property, 
toes must be paid qn the basis of value rather than cost. 
^ Land is an important value item in the agricultural sector and it has been ' 
appreciati'^g rapidly in recent years thus helping cause the two series (agncul^ 
ture and inanufacturing) to diverge more than was the.case in earlier years. In 
thcfmal analysis, however, the relatively higher capital intensity of the agricul- 
tural sector apparently is one-^f the main reasons it pays a disproportionate 
sTiare of the property tax. 

Wealth Basis ^ . 

A case can be made for measuring ta;^able capacity in'ibrtiis of wealth. The 
property tax is a type d^ea^h taxation. In earlier periods it had a much 
broader base, making it a mote ^suitable source of such taxation than it is 
today. But recent decades have seen a,steacly erosion of* the taxation of intangi- 
bles and personality, and the increasing juse of various types of low-income 
^ relief and diffe^rential arrangements^ Wealth taxation.can be advocated on t^ie . 



'*ACIR recently called the property tax regrcssivity U^^e "something of a red 
herring" (5, p. ^6). They argue that there would be a necdTbfXow-incomc property tax 
relief, even if the tax were progressive," if t>ie absolute level of the tax wofked a hardship ^ 
•on som& persons" (5, p. 16). A rcsonable l|ialogy in their view is the need for exemptions 
to protect subsistence incopie under a pro^cssive income tax system." 

^^^^ on the average numBer'of total farm workers, including icif-cmplpyed and 
^ nired, and average number of production workers for manufacturing. Agricultural assets , 
exclude those not used in production ancfare valued on a current basis, i.e., an inventory 
of phyiical units is multiplied by the current market value per unij. Assets for manufac- 
turing enterprbcs are compiled from financial statements of manufacturing firms and are 
^ generally values based on cost, less capital consumption. For more detail see (-^P). 



basfs of bo'th benefits received and thd*»blllty to paV. Th? former suggests 
diffcrential.user ch'arges on various items of real property, whUc the latter ^ • 
implies a global and personal tax on net wortft>- , , . , 

If the value of an asset is viesved as reflectmg the capitali^ed-vilue of 
income-flowing .t. the taxation of wealth may be regarded as ci,u.va|ent 
to the taxation of income.^* In a long run; the value of an asset in.a perfect 
capital marked is given byj^ - iV.so that V = Y/, where V i* the asset s value. • 
Y is the annual income^erived from the asset, and ♦ is the markft^are of 
interest on alternative investments. It is of interest, based on tha above, to 
analyze the industry neutrality of the property .tax for the.agricultural sector 
^n a wealth bas.s. In other words, other things being equal, .t would ■appe4^ 
that neuirality for the agricultural sector woiild exist if it p^d X percent oT all 
ptopertv taxes because it accounted for X percent of the value of all taxable 
propertids. Thus, an effort is made in this.hport to explore the agricultural 
sector property tax neCtrality question in a historical context. .-^ 

The analysis of comparative wealth by sector is not an easy task, however. 
It has already been noted in ea~rlier anal^s that the property .tax base has been 
changing through time! Intangibles are no longer taxed in qjpst instahces and 
the personal property ba^sc mcteasingly has been exempted In add.t.oa. the 
data on the value, of personal property axe sketchy. For th.s,?fcason. t^is 
analysis of neutrality for the agricultural and thb nonagBcitJtural sector .s con- 
ducted' largely on the basis of real estate values. Real estate accounted f«,r 83.1 
percent of all firm property tax<,s during the 1927-75 period, and it haS.been^a 
quite stable tax'basc through time. 

Even wheh one decides to focus on rial estate, d.fficUlt problems rcmam. 
. It is not easy to determine what share of all land is devpted to farming 'and _ 
, hence what proportion of all land values shx>ul<l be allocated to the agricultural 



sector 



Somtbac'kground data can help place th? situation in better P<=«P«"^^; _ 
howeverSe land area of the Uift?d States totals Approximately 2.264 million 
acres of which agricultural uses accounted for 1.283 million acres or 5*6.7 per- 
oent of the total in 1969 (66). Agricultural uses ipclude land in crop rotation, 
all types of pastu're and range, and a small acreage in cloSely related uses. Not 
ail land clas'sified as agricultural is in farms. In 1969, there were 1 .063 million 
atitfarms or 47.0 percent of the total land area <^^)-/-;'"VT75 I"!, 
estimated at 965 milUoh acres in 1P69 or 90.8 percent of all fajmland. 75.2 
percent of all agricultural land, atfd 42.6 percent of all the land area tljat same 
year. l/l975. taxable faripland was estimated af979 pi^lio.n acres or 90.1 - 
percent of the 1,086 million acres in farms. 

Even if one had perfect land value 'data the problem of possible differential 
rates oftax^Capitalization between sectotif would affect one's ability to draw 
prfcise conclusions about the neutrality of the property tax among different 



» In the broadest sense, such a wealth tax could be regarded o"'/^" ?i^h!ve'to 
income" because wealth taxation does not i^lude labor in its base. Lab»vou.d-have to 
t* included to obtain an equivalent of a general income tax. 



industries. More spedfically, consider once again the capitalization formula 
V= Y/i, where V^s land value, Y is annuaLincome earned from the land, ^nd i 
is the market rate of interest. If the landowner is unable to p^ss the property 
tax on, the in<^e stream^ Y, is depressed by the amount of the tax. ulti- 
mately depressing the value of the land, V.^^ But, as was noted earherin the^ 



theoretical discussioh on incidence, the degree to which a tax is Capitalized can 
vary by industryrdue to difference? in factors such as market power and 

• dernand elasticity: * " * • 

Whil6 there is a considerable theoretical literature on the general subject^ 

' property tax capitalization, ihcrc has been relatively little empirical work done 
specifically on the possible capitalization of property taxes into farnr real 
estate, values. Jensen found strong evidence of capitalization in the period of. 
rising property taxes during 1919-24 (25, pp. 69-75). Netzer reports on a 1961 
.stijdy by Daicoff in a Michigan countjj^ using 1951-57 data which found little \ 
evidence of capitalization (40, p. 34). Work by Schuh and^Scharlach-in Indiana 
shpwed property tax increases were linked with declines* in farm real estate 

>yalues(47).' ^ ^ 

•The most re'i^nt and definitive work on the capfta lizaiion que stion has 
been done by Pasour He found fn separate studies for N9rth Carolina and the 

' United States, using 1969'data, that charfges in property taxes,are largely 
capitalized*into farm real estate values {43, 44) 



Thus, most studies have demonstrated some decree of propertTy tax capital- 
ization Probably most farm real estate values have been affected somewhat^y 
such property tax capitaHzatjon. Still one does not know how tjie degree of^^ , 
such capitalization compares with t^at found in the nonagriculturarsector. 

Wealth defined. Tiierc have been a number of attempts to establish gross 
wealth valuations in the U.3. economy by sector.^ ^ While the number of su<^h 
in()uiries is limited, the^ccan give at le^t a hirft at the relat-ive importance of- - 
the wealth of the agr^ujtural sector. Here, the^cenuaj^purpoj/is to obtain 
suitable weal^fh estimates for the Natioh and the^riculturallector, rcSiduals 
9onstitute the nonagricultural sector. Wealth is taken to mean all tangible or 
physical assets, chiefly land, structure^, subsoil assets, producer durables,.CQn- 
^mcr goods in households, inventories, and monqtary gold, and silver! 
Excluded from this concept of wealth are' all financial assets (corpdrM stocks, 
corporate and foreign b6nds, mortgages and nptcs, government bonds* life , 
insurance equity, and cash) and net foreign assets. These items.* which coijsti- 

Full capiuIizatioA thus occurs when thc.pri,cc of the property beanng the tax falls ^ 
below that of otherwise equally valuable p/operty by an amoum to make the total cost of 
owning them the same? When property tax differentials are generated and capitalized 
they cause one-time capital losses (or gains) in propcrtV values. If current dwners acquired 
the property after the new or increased tax was levied, they do not bca^ the u ltinia te ' 
burdrti of the tax because it already had been capitalized and was reflected in a lower 
acquisition pri(|| at the time of purchase. Subsequent removal or reduction of the tax . 
would grant the current owners capital gains in such a case but would not repay the capital 
losses buffered by the original owners. 

Gross v^ealth (or worth) means the market value of an item.of wealth without regard 
to any mortgages, clairm, or liabilities against the asset. \ \ 
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tutc inungihlc personal property, are typically excluded from ot constitute a ^ 
very smallpb^ion'bf. the property tax base.* ^ Also, any disctxsaon of finan- 
cial wealth requires a detailed an^ysis of net worthy which is beyond the scop'e 
•of this study. '* * . ' , ' ' ♦ 

* pfther components of national wealth that are not included in the data for 
Khis report are humaft capital (i.e., capitalized net earning capacity), consumer 
holdings of semidurable" an"d perishable 'commodities, works of art and collec- 
tor's items, land infiprovements^ and soil depletion.^® The reason for most of 
these exclusions is measurement problems. Goldsmith further argues that 
human capital ough't to be omitted because it is nontransfe^rable, ite., it is not 
an item' that can be sold in a n'on-slayery economfc system {18, p. 49). 

Wealth estimates. In this section, the operational definition of wealth, the 
techniques of^ealtb estimatii^, and the data are discussed. A number of 
authors have^timated "net private domestic" wealth j(table 3), This definition 
focuses on the wealth most likely to constitute the pr9perty tax base***Nct'* 
refers to het of depreciation. "Private'* me'ans thit weafth.owoed by Federal, 
State, and locargovernments*is excluded. "Domestic'" indic^cs that only ; . 
wealth owned by U.S. residents located within.the geographical boundaries of 
the United States is included. Values- are in current prices. • 

There are three maj*pr problems with the bouncjaries of thesc'daCS. First, a 
problem occurs with domestic wealth owiied by foreign nationals but located ^ 
within the United States. These itenjs would be subject to the pcojperty tax, 
but the Goldsmith ^n^ Kendrick estimates exclude them, providing only **net 
. foreign balance." The data could not be adjusted because the r^vant seaoral 
dau arc limited to 1929. 1939, and 1946, making it difficult to interpolate or 
project forward U.S. wcjlth owned by foreigners (4^. Relative to national 
wealth, this*it^m-issmall.^' * 

• The second^robletn is, the monetary gold and silver item-. S.uch a line 
item does not exist in the wealth data pertaining to agriculture, except per- 
^ haps as "cash holdings.*' Because it is not cofnjjarable between t^je [JSDA and 
the other national estin^ates, it is deleted in thi^ study aS a pos$ibfe source of 
error. The most recent Kendrick data do not list monetary gold apd sijver as d 
. separate line jtem, so it is estimated*usfng Gojdsmlth dkta and .netted put. It, 
U)o, is a relatively^ small component Of national wealtUjlend it^has dfccrea^d 
overtime,^ ^ i <^ ^ ^ t 

The thftrd problcrfi concerns^U.S. possessions arid territories whose wealth 
is included in these national wealth estimates but not in the agricultural 



* 'The 1972 Census of Governments i56) listed 16 States as taxing inunpble persona! 
.property. Only five Su.tes provided data on aictseci values of intangiWe property. Netzcr 
(40. p. 142) estimated ^hat in 196h inunpblcs constituted 4 percent of the local general 
property tax base before exemptions. Even less information exisu on revenues from the 
tax on intangibles. ^ * ' , ' 

*• Pcrjshablc and semidurable commodities are defined to have an expected asset life of 
less than 3 and 6 montHs/rcspectivelj{gjttfcp. 11). ' / ^ - • 

For more Information on this 4>roblcm, see (46). . • . t 
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Tabic 3-Sumnutty» Estimates of domestic net private tangible wealth of the Unite d States, in cunrcnt prices, aclccted years, 1^75 

I Kendrick^ 
VConfcrcncc 



Year 



Goldsmith 



Goldsmith 
••Wealth'" 



' Goldsmith 
'•'Institutional 
Investor"* 



Kcndrick# 
''Finance*'* *• 



Goldsmith 
""Balance 
' Sheet"* 



BxUion dollars 



lyw 


80.0 




79.2 


1901 


83.8 




N/A 


1902 


89.9 , . 




N/A 


1903 






N/A 


1904 


T 99.Z 




N/A 


1905 


* 1U0.9 




N/A 
IN/ r\ 


1906 


. ' ll5.3'?> 


m ^ 


L N/A 


1907 ' 


lil.9 ~\ 




N/A 


1908 • 


125.0 




^ N/A 


tfW 


131.5 




J^/A 


1910 


^ 137.8' 




N/A 


1911 


' 142.7, * 




N/A 


1912 


149.3 




147.5 


1913. 


155.i ' . 




N/A 


1914 


J 58.6 




N/A 


1915 


172.5 




N/i\ 


1916 • 


204.5 




N/A 


1917 


248!7 " 




N/A 


1918 


285.9 




N/A 


1919 


341.6 




N/A 



5c O s at end of table 



82.3 
N/A 
N/A 

N/A 
N/A 

N/A 
N/A 
N/A 
N/A 
N/A 

N/A 
N/A 
'N/A* 
N/A 
N/A 

• N/A 
N/A 
N/A 
N/A 
N/A 



N/A 
N/A 
N/A 
N/A 
N/A 

nVa , 

N/A 
N/A 
N/A 
N/A 

N/A 
N/A 
N/A 
N/A ' 
N/A 
■* 

N/A 
N/X 
N/A. 
N/A 
N/A 



'82.3 
N/A 
N/A 
N/A 
N/A 

N/A 
N/A 
N/A 
N/A 
hi/A 

* N/A 
N/A'. 
151.2 
N/A 

^ N/A 

N/A 
N/A 
N/A 
N/A 
N/A 



N/A 
N/A 
N/A 
N/A 

N/A 
N/A 
•N/A 
N/A^ 
N/A 

# 
N/A- 

N/A 

N/A , 

N/A 

M/A 

N/A 
N/A 
N/A 
N/A. 
' N/A 
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Table S-STu 



Year 




V Eildmatcs of domestic net private tangible wealth of the United States, in current prices, selected years, 1^00-75 -Continued 



Goldsmith 
•Saving' ' 



GoidsmiOi 
"Wealth"^ 



Goldsmith 
"Institutional 
U InvcStor'J^' 



Kcndtick 
"Finance"* 



Goldsmith 
"Balance ' 
Sheet"* 



Kendrick 
' »"Co9fcrcncc 
Board"* 




mo 

1921 
1922 
1923 
1924 

. 1925 
1926 
, 1927' 
1928 
1929 

1930- 
1931 
1932 
1933 
1934 

'1935 
1936 
1937 
^ 1938 
V 19^9 



Se^ffoo testes at end of table. 




* ( 



N/A 
N/A 
298.0 
y^i/A 
N/A 

N/A 
N/A 
N/A 
. N/A 
39i.4 

N/A 
, N/A' 
N/A " 
279.8 
Kl/A 

N/A 
N/A 

• N/A 
N/A 

304.0 



V 



Bilhon dollat 



N/A 
; N/A 
N/A 
N/A- 
N/A 

N/A 
N/A 
N/A 
N/A 
382.7 

N/A 
N/A 
N/A 
N/A 
N/A 

N/A 
N/A 
N/A 
N/A 
N/A 




N/A 


N/A' 


•N/A 


N/A* 


N/A H - 


N/A 


' N/A ' ' 


V293.2 


N/A ^ » , 


^' N/A 


Wa 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


' N/A. ' 


/^J/A 


N/A 


N/A 


N/A 


N/A 


. N/A 


N/A 


N/A 


N/A 


376.2' 


382.6 


3^7.7 


N/A 


N/A 


N/^ 


N/A 


" n/a' V 


N/A 


' N/A 




N/A 


N/A 


275.1 Jfc . 


N/A 


N/A 


N/A^mn 


N/^ 


N/A 


N/A^ 


^ N/A 


N/A 


N/A 


N/A 


N/A 


' N/A 


, N/A. 


N/A 


N/A 


N/A . 


N/A 


I2I.3 » 


N/A ' 


« « 
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TabI? 3-Summary! Estimates of domesOc net private tangible wealth of the Uhited States, in tarrent prices, sclected.jears, 1900-75 -»Continued 



/ 


Goldsmith 
"Saving** 


Goldsmith 
"Wealth*'^ ' 


Goldsmith 
'*fnstitutional 
Inv^stor"^ 


Kendrick 
■^Finance"* 


VJ VlUOi • 11 ill 

"Balance 
Sheet"* 


Kendrick 
"Conference 
Board"* 

r 


« 




» 


— 7 

Billion dollars , 






lytKM 




M/A ' 




N/A * 


' * N/A 


N/A 


1941 


.385.5 


N/A 


^ N/A 


N/A 


N/A 


N/A 


1942 - 


409.7 


N/A 


N/A 


N/A 


N/A» 


N/A 






y M/A 


N/A 


N/A 


N/A 


N/A 






In/A 


^ N/A 


N/A 


N/A 


N/A 






448.3 


N/A 


N/A 


• , * 470.8 


y N/A 


•1946 . ' 


571.0 


551.1 


• N/A 


N/A 


> 572.8 / 


■ N/A 


1947 


, 677.4 


665.6 


N/A 


•N/A 


688. a ; 


N/A 








N/A ' 


7^2.7 


761,8 


642.2 


1 ojt^ » 


760*5 


742 0 


N/A 


N/A 


765,0 


660,7 . 


1950 


N/A 


866.5 


N/A 


N/A 


886.9 


746.6 


1951 ^ 


N/A 


954.1/ 


N/A * 


N/A 


973.4 


•'836.5 ' 


1952 


N/A 


994.4 , 


916.0 


N/A 


1,013.1 ' 


' - 873.5 


1953 


N/A 


1,033,1 ^ 


. ' N/A . 


N/A 


^1,050.4 


90i^.'5 - 


1954 


N/A 


1,072.8 


N/A 


nm' 


1,089.8 


y4U.z 


. 1955 J 


N/A . 


V 

). 155.9 


N/A 


N/A 


4 

1,172.0 


1*016.6 


1956 


N/A, 


1,256.4 


N/A 


N/A 


'h270.6 


1.105,9 


1957- 


N/A 


1,352.8 


N/A ^ 


N/A 


1.363.8 


1,179.2 


1958 


' N/^- 


1,414.9 


^ N/A 


1.410.0- 


1,423,0 


/ 1,233.6 


1959 


N/A 


N/A . 


N/A 
/ 




N/A 

1 


/- .1.307.0 ' 


Sr* f""^""!s a^nd of ubfe. 
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Table 3-Suminary» Esdmttes of domestic netfrivate tangible wealth of the ynitecf States, in current prices, selected years, 1900-7 5 ^^ntinu^d 



Year 



Goldsmith 



doldsmith 
"Wealth"' 



Goldsmith 
'Institutional 
Invc^or"* 



JCcndrick 
finance"* 



Goldsmith 
^'Balance 
Shc?t"' 



Kenilrick 
**!Con fere nee 
Board"^ 



1960 
1961 
1962 
. 1963 
• t964 

*1965 
1966 
. 1967 
1968 
1969 

1970 
1971 
m 1972 
^973 
1974 

. 1975 



N/A 


* N/A 


KI/A 


KI/A 


M/A 


M/A 

^ ni/\ 


KI/A 


* Til Ik. 


IN/A 


N/A 




N/A 


M/A 


M/A 


N/A ^ 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


>4/A 


N/A 


N/A . 


N/A 



Billion dollars 



1^487,0 ^' 


N/A 


• « N/A 


i^6^r.6 


N/A 


N/A 


N/A 


1,405.0 


N/A • 


N/A 


N/A; 


U471.2 


N/A » 


N/A 


N/A 


• » ' 1,551.4 


N/A 


N/A 


N/A 


1.643.0 


N/A 


N/A / 


N/A 


. 1.759.5 


N/A 


2,031.9 


l^l/A 


1,906.2 . 


N/A 


. N/A 


N/A 


2,657.8 


2,410.0 




N/A 


2.246.0 


N/A 


^/A • 


N/A 


^ 2,459,0 


N/A 


N/A 


N/A 


2.651.6 


N/A 


N/A 


^ ' N/A 


2.879.1 


N/A 


N/A 


N/A 


^ 3.189^8 


N/A 




N/A 


3,575.r 


N/A ^' 


N/A 


N/A 


4.008.1 


* N/A 




N/A 


4.34k0 



N/A « Not available. 

, 'Of. 19). H20). »(72). *(29). '(iS). 
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•• .- ■ • . * ^ ■ ■ 

estimates or property tax data. No data were foynd by which to adjust,the 
national totak. The magnitude is probably small rela^ve to totals. 

National wealtK estimates arc not neatly and uniformly constrticte'd. They 
arc built pn government collep^ted data,* derivations based ori^overnment data, 
independently collected data from inven?ories ar^d survey s,'and ^iata derived - 
from other wealth researchers. Control data are not available for many types 
of wealth in the national" totals.^ ^ It myst be cautioned that the available data 
are at best only approx^natc. ' * 

One technique that merits special discussion in connection with wealth 
estimates is the perpetual inventory method (PI). It applies only to reproduci- 
ble tarfgible assets such as structures' and /nachinery. Briefly, in usi^ig PI, one 
adds the current- capital expenditures for a particular -class of assets to the - 
depreciated capital expenditures for previoys^years, and adjusts them by an 
appropriate price index to obtain a ^ase-year estimated value in real terms. To 
get .estimated values in current prices, the values are reinflated by the. appro- 
priate price indexes (16, pp. 10-28). Capital expenditures in an^given year are 
tjie excess of '^expenditures on durable goods over depreciation allowances. 
Depreciation and expected asset life 'are calculated by reliance 6n Ii\ternaT 
Revenue Service rates where available and on rough approximations otherwise. 
Straight-line depreciation is typically used (i6)., Capital expenditures and 
depreciati9n allo<^^ances are deflated {)y appropriate prite indexes to base year 
prices. To obtain current year ppces, the depreciated inventories afe inflated 
by th.e same indexes. The perpetual inventory method was ^ployed by Gold- 
smith, Kendrick, and Tostlebe in developing the^stimates presented here. 
USDA estimates ^f wealth in the farm sector use similafmethods to value farm 
machinery and motor vehicles, but not' structures, which are calculated as a 
.percentage of total value of farmland and buildings (55, pp. 3, 10-13).^^ 

There is an arbitrary element in the use of PI for estimating wealth. In 
order to obtain estimates, assumptions have to be made about such items as 
expected life and depreciation, the resale market, large disasters, both natural 
and man m^de, expected levels of maintenance of machinery, levels of tech- 
nology embodied^in the capital stock, and expansions of facilities. Most of 
these problems have been amply studied, and the difficulties are well known. 
Thus, it isYecognized that the procedures are arbitrary, and their use may con- 
tribute to inaccuray/^estimates that may be compounded over time. In partic* 
ular, the re^ld market; or market for used goods, provides flows between 
sectors which are not adequately acc6unted forj)y PI lJ8). , ^ 

ManJ^ nanries are associaud^'with perpetual inventory wealth estimates, 
chief among these are those of Goldsmith and Kehd;ick. As can-be seen from 
their estimates, there is a certain amount of variation for no readily apparent 
reason (table 3). -Wealth estimate^, ^5/<fldicatedTariier, involve many different . 
data-sources. Variations can bc*traccd to statistical reasons, refinements of, the 



♦'^NatjofWl andiScctoral totals can vary widely, as can be seeij in tables 3 anJ4. 
V,For more Information on methodol6gy of we^th estimates, see {16^ lif20, 25, 32, 

65), • ' r • " r^' 4 



.^iperpetual inventory method, and some to changes in other source tiata. The 
estimates of najional land value are pacticularly uncertain. In one study, Gold- 
SQxith presents two alternative estimates of land value-a "high" and a **low" 
one, which differed in the valuie of residential land-with the understanding the 
reader could select the one considered most reasonable (19). 

There also are a number of estimates of the value of wealth in the agriculr 
^ tural sect^or (table 4). There is considerable variation in the estimates, andit is 
quito pronounced in the early years. In hter yea^g^ the discrepancy is smaller 
though stiil considerable. The sources of the differences are uncertain. Land 
accounts for the largest proportion of farm wealth and for this aU sources use 
» USDA estimates.. Structures are valued differently b)^th&.\JSDA balance sheet 
andGoldsmith-Kendrick (62). The USDA balance sheet figures estimate, on 
' the basis of census data, the proportion structures are of IJnd and structures; 
they carry the proportion forward between census years. Survey data provide 
the estimates of value of land and buildings together between census years. 
Goldsmith and Kendrick use the perpetual inventory method to value struc- 
tures. Livestock, machinery, automobile, and crop values are derived from 
USDA data by all users. 

Wealth comparisons. Based on the data presented, above, the accumulation 
of wcalth*in the agricultural sector and for. the Nation now may be com- ' 
^ pared. Values are in current jjrices. Relative rates of growth in wealth 
'though time (or the agricultural sector and the Nation are of interest (table 5). 

.It is evident that rates of growth of nominal wealth in agriculture and the 
' United States as a whole rarely are equal. For example, fn the first decade of 
this century, the rate of growth of agricultural wealth, at 9.9 percent, was 
somewhat greater than that for national wealth^at 7.j2 percent. In the next 
decade the wealth of the United States showed a faster rate of growth thalj ^ 
that oCthe agricultural sector. The data Ure inadequate to show the effect of 
eWorld War L . . . ' 

• * Iri the 1920*s, the rate of accumulation of wealth in agriculture was nega- 
tive T'^.S percenj). The overall rate of growth for the United States was, not 
large, at 1.7 percent. These years were depression years in agriculture. They 
were followed by the l^SO^s, which bronght'a severe depression* to the whole • 
ec^onomy. The average annual 19,30-39 rate of decrease for U.S. wealth was l.J 
percent^ in agriculture, wealth declined on the average 2.7^'*percent ppr year 
during the period 1930-40. * . ' * . , 

In the early 1940*s,»agricultural wealth grew faster than did wealth for the • 
economy as a whole, probably bccause^^f the Government's wartime policies. 
During tile Second half of the decade *thc whole economy expanded faster than 
did the agriculturafsector. This Nvas true until the eariy 1970's when agricul- 



.*'Thc reason for comparing agriculture and the whole economy, ratl^£ than agricul- 
ture and non^griculture, is that before 1930 data \yere available only for^ectcd ycarsi 
the years selected were not the same for the'Nation and'its constituent sectors. In ord,cr to 
derive anyjeomparisons on growth of wealth in the early -years of the 20th century, it was 
thumeccssary to compare agr^ulture and the entire economy. Subsequent comparisons 
in this report, however, arc bctweerv the agricultural and nonagricultural sectors. 



Tabic 4-Sujnmary: Estimates of net pfivate domestic wealth in agriculture, in current prices, selected years, 190^-75 





• 




vjOiusmitn 




^ ? 




End 






"Institu- ^ 


Goldsmith 


Kendrick 




of 


' ' Goldsmith 


Oold^ith 


tional 


Kendrick "Balance 


"Conference • 




Year 


Saving 


"Wealth"* 


Investor"* 


rinaiicc oncti 


Board 


Toftlebe'' 


-f 


• 






Btllwn dollars 






1900 


24.3 


24.4 » 


y IN /A 


M/A » Nl/A 


' f N/A 


21 8 


1910 


N/A' 


N/A 


N/A 


N/A iN/A 


N/A 


43.3 ^ 






49.6 


N/A * 


N/A N/A 


N/A 


N/A . ^ 


1920 


N/A 


N/A 


N/A 


N/A .JOM^ 


'N/A 


83.8 


1922 


69.4 


69.4 • 


N/A 


N/A , ^ " N/A 


N/A 
# 


N/A 


1925 


- N/A 


N/A 


N/A 1 


* N/A ' ' N/A 


N/A » 


6a7 


1929 


64.3 


*64.3 , 


N/A 

V 


N/A N/A 


N/A 


< N/A 


* ' 1930 


n/a 


N/A 


N/A 


"•n/A N/A 


.N/A 


60.5 * . 


1931 


N/A 


^ N/A 


N/A 


N/A ' ' , N/A 


N/AC ' 


N/A 


1932 


N/A 


N/A 


N/A 


N/A N/A 


' .N/A 


N/A . 


1933 


41.0 


41.0 


N/A 


N/A ^ ' N>A 


*N/A . 


N/A J 


1934 


N/A 


N/A 


N/A ' 


A/ A ' N/A 


N/A 


, N/A 



cq^MR9 



Derived] 
BalancQi 
of Farming 
' Sector* 



N/A 

N/A 
N/A 

N/A 
N/A 

N/A 
N/A 

N/A 
N/A 
N/A 
N/A 
N/A 



See footnotes at end of uble. 
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Tabic 4— SiAnmiryx Estimates of net private domestic wealth in agriculture; in current prices, selected years, l900-75~Continued 


End > 
Year 


Goldsmith 
^"Saving"* 


Goldsmith 
"Wealth"'. 


Goldsmith 
"Institu- 
tional 
Investor"' - 


Kcndrick 
"Finance"* 


— 1 ; 

Goldsmith ' 
'balance ■ 
Sheet"* 


Kcndrick 
"Confcccncc 
Board"* 


Tostltbe' 


Derived from 
Balance ^heet 
of Farming 
' Sector* 










Btlhon dollars 




« 




ms 

1936 
1937 
, -1938 
1939 


^/A 
' N/A 
. N/A 
N/A 
4^.6 


N/A 
N/A 

N/A . 

N/A 

f5.6 


*N/A 
N/A 
N/A ^ 
N/A 

N/A ' 


N/A 

N/A,« 

ly/A 

N/A 

N/A 


N/A 
N/A 
N/A 
N/A 
N/A 


N/A 
N/A ' 
N/A 
^ N/A 
N/A 


40.4 

' WA 
r N/A ^ / 
N/A 
N/A 


^ N/A 
N/A * 
N/A 7 
N/A ^ 
- 48.8 


' 1940 
1941 
1942 
1943 • 
1944 


N/A 
N/A ^ 
N/A 
N/A 

. N/A 


h^/A 

N/A 
N/A - 
, N/^ 
N/A 


N/A . 

N/A 

N<A 

• - / N/A-i 


N/A • 

. N/A 

IN/A 

N/A 
N/A 


N/A 
N/A 

IN/ A 

N/A- 
N/A 


N/A 
N/A 
N/A- 
N/A 
» N/A , 


43.9 
' N/A 
N/A 
N/A 
N/A 


50.1 ^ 
' 56.8 
'65.5, '1t 
73.6 • ! 
80.7 


1945 86.1 

1946 N/A 

1947 . N/A 

1948 N/A 

1949 123.8 

See footnotes at end of table. 


86.5 
98.3 
112.0 
1 18.9 
117.4 


N/A 
N/A 
N/A 
N/A 

N/A^ 


" N/A 
N/A 
N/A 
N/A 
N/A 


' 86.5 
98.3 
112.0' 
118.9 
117.4 


N/A • 
N/A 

N/A' 

0 1 A 

N/A- ' 


75.0 
N/A 
N/A 

W/A 

N/A 


•* 87.3 

• 99.2^ ^ 
.IM.O* 

*^ 1 1 R t 
i 1 o.^ 

116.8 . 
-Continued 
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Tabt€4^uininaryi Estimates of net private domestic wealth in agriculture, in current (niecs, selected years, 



1 900-75 -Continued 
T , 'f 



End 
,^ of 
Yc«r 



GoldsmitI* 
"Slaving"' 



1^ 



Gdtdsmith 
"Wealth"' 



(s^Jdsmith' 
••institu- 
tional ' 
Investor"* 



^Kcndnck 
"Firtanie"* 



Gotdsroith 
"Balance 
, Sheet"* 



Kendrick 
"Conference 
Board'** 



^stlebe^ 



Derived from 
Balance Sheet 
ai Farming 
'Sector* ^ 



^Billion dollars 



1950 
1951 
1952 
1953 
1954 

1^55 
JI956 
1957 
>958 
\959 

1?60 
l»6f 
19^2 
. 1963 ^ 
1964 



N/A 
- N/A» 
. Ki/A " 
N/A ' 
N/A * 

' N/A 

N/A* 
. N/A 
N/A . 
. N/A 

N/A 

-r N/A. '»- 

^«N/A/:. < 



e footn 



riPof table. 



0\ 



136.1 
153.0 
150,5 
144.9 . 
147.6 

15Q.4 
158.2 
""167.7 
182.4 
N/A.. 



N/A 
N/A 
N/A 

N/A ; - 
N/A ^ 



N/A 
N/A 
•138.1 

/ N/A 

N/A 
N/A 
N/A, 
' J^J/A 
♦ N/A 

M7#8 ' 

f N/A 

N/A 
^N/A 

N/A , 



N/A 
N/A 
N/A 
/A 
/A 



'/A 
N/A 
N/A 
N/A 
N/A 

N/A 

n/a 

fN/A 
N/A 
N/A 



136.1 
153.0 
150.5 
•144.9 
147.6 

150.4 
vl58.2 
167.7 
18^4 
N/A, 
t 

N/A 
N/A 

n/a' 

.N/A 
.^N/At' 



N/A, 
N/A. 
N/A 
N/A 
' N/A 

^/A* 
' N/A 
. 131.4 
N/A 
N/A 

' N/A 
# N/A 
N/A 
N/A 
N/A 



4i ■ • '• 



^107.4 
• N/A 
N/A 

n/a" 

N/A 

N/A 
N/A 
N/A 
N/A 
N/A 

« 

N/A' 
N/A • ' 
N/jfe.^. 
N)ir 
N/A 



133.5 
149.0 
147.4 
144.5 
1474P 



1*50 
158 
•166 
181 
184 

186 
194 
202 
209 
217 



'"Continued . 
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, ^ Table 4--Summiryt E>y mates ctf net prlvntc domestic w^lth in ayiculftire, in currem prices, selected years, 1900-7gy<:ontinUe'd ^ 



Year 



Goldsn)ith 
"Saving'*'. 



Goldsmith 
' *tWealth'*'' 



GoldsMth 
"Institu' 

tiortal 
Investor*'* 



KcndricK. 
Finance 



Goldsmith 
^*BaIan,c« 
Sheet"'* 




Tostlebe' 



-Derived frQm 
Balance Sheet* 
»df Farming 
Sector* 



1965 

.1967 
1968 
1969* 

'l970 
1971 
19^2* 
1973 
1974 



' Billion dolffirs 



N/A -ii 

N/A 
N/A 
K/A 

, N/A 
VJ/A 
N/^ 
-\N/A 
V:.WA 



• 1975^ - '**^/V 



N/A 
N/A 
N/A 
N/A * 

N/A 
N/A 
N/A ' 
,N/A ' 
N/A 

' Jn/a 



N/A 
N/A 
N/A 
•266.2' 
N/A 

. ^ N/A 
' N/A 
N/A 
N/A 



• N/A 
N/A ' 
N/A 

N//r 

N/A 
N/A 
N/A 
Vi/A 



N/A = Not avaHablc." 



N/A . 1 , N/A 

N/A r 



N/A 



. N/A 
N/A 
N/A 
N/A 
N/A 

NM 
N/A 
N/A 
' N/A 
N/Aj 
N// 



N/A 
N/A • 
N/A . 
N/A 

N/A 
«N/A 
N/A 
N//V ' 
N/A 
N/A 



232.7 
^245.5 



^ •275.2' 
282.4 



315.4 
356.0 
436.5 
482.5 
545.2 



^>^aurccs. M/7. IP^tabj^W 271 ' (2o) table A 53). *(72, tgbic IB 5). ^2^*(2;^ tabjc&l*and Ja).*(C^Jrf 
;i$ qf Decemb<T*31 of thoJprcvipus year.)/ . ^ •4- t v 

Footnotes 'Estimates arc only for "farm biftihess." Household assets are cxclvWcd, 



V 



*(62, entriesvarc adjusted to be-^ur^t 





Tabic S-Namfnal average annua! rates pf growth in wealth, agricultural sector 
and U.S. etonomy, selected time periods, 1900-75 



' Year' 


Agriculture ^ 


Year 


VS. 


' « 


Percent 




Percent 


1900-10 
M9 10-20 
19.210.30 
. f 9 30-40 
194(M5 
1946-49 * 
1950-59* 
' 1960-6^ ' 
1970-75 , 


9.9 
9.4 
-2.8 

14.9 
5.9 

4.3 ' 
5.7 ' 
/ 17.3^ 


1900-09 
1910-19 
1920-29 
1930-39 
1940-45 • 
1946-49 
1950-59 
■ 1960-69 
1-970-75 


7.2 
16.4 

1.7-^ 
■1-3 

a 7.3* %i 
11.1 
8.3 
9.0 
12.7 


1900-75 , 


" 32.0 
t 


1900-75 


^1.0 



Sources: Column (2): Table 4, 1900-im-TCstle'be» 194Cl-prcscnt '^'Balance 
Sheet." Column (4): Table 3, Goldsmith "Saving" and Kchdrick "Conference 
Boacd." ' 



rural wealth grew more rapidly.th^n y.S. wealth as a whole.^^ throughout the.^ 
1900-75 period, wealth in the agricultural sector increased i2.0 pe/cent epm- 

• pared ^^th a 7L0 percent increase, for, the econpmy as a whole^ 

The importance of tjiese changes is that variations in vJv^tli ^*^^|^y 
different sectors of the economy will account iil*part for changes in taxes 
assessed^against that wealth. Other factors, stieh asf legal <:hanges in' tax rates, 
assessment practices,^essrfient ratios, ancf propeny^ubject to the tax, would 
account for'the rest. ' ^ * 

' Tax and we^th eomp^risdns. Taxes o^i farm property as a percentage of 

• the tdtal.U.S. tax bill rtiay* now be compdrqd with-f^irm wealth as a pereeptage 
of.UJS. wealth (tabic 6).^"* The tax and wealth, data are not availjible for the 

^^same^ycars during the period 1901-34, but it is evident fr9m what dataure 
available that the farm 'tax percentages of U.S. property taxes are significantly 
less thaii the farm wealth percentages , are of U.S. wealth. IiT 1935, tlie dif- 
ference ^wsis 3.4 percentage points. • • - 

During the 'period' 1910-40, the farm wealth pcr&^nt^e sh#wed a decline^ 

,from 3jt-4 percent to a rarige»of 12.8 to H.6 per^ient. the farm Tax percent, on 
th^ otJRrrhand, rose slightly from 1926 to 1931 befqr.e exhibiting a decline by 
lP3^Hburing^the rest of the decade it was quite^^table,* , . 

^ The farm wealth ^pe^centage showed an ijicrcase dunng*the first half- of th9 
1940>,' while the tax percentage ex^bited a slight increase. Then,^tfring the 
secopd.lialf of the d^cacic, the wealth pprceniage fell while the tax percentage 



ERiC 



If^omc of the rates seem inordinaitely high, it i^'in pan because the rates of growth 
arc in nomin'al» not real t^rms. Relative price inf^j^tion or deflation thus will accoSit for 
part, of the fatcof change. . ' » 

^ Taxes arc based otr asscwmenfycars in ubic 6 rather than on collccti6n years, as 
the^asc in tabic 1. " * ' 
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Tabic 6^Pmn pnptrty oxtt tad wedth m « pcTccnty of all propmy ttxw w^ag^)l(*|^U oite<i SttVt, td^d «sfcwromc ywr, 1901-75 



Propefty taxes 



U.S. i>ct private 
domestic wcaJih 



End of 



ment 
Year . 



U^.Tocal* Agrkalture' 



' %^ KendrKk 
A^culturc/ Goldsmith "ConfercHe'e 
U.S.V "Saving"!? . Board*^ 



• BdHon doUan • 



Perctiii 



If' 



1901 * 




N/A 


19 20 " 


N/A 


N/A 


1912 


1.3 - 


N/A 


1920 


N/A 


N/A 


- 1921 


3.3 " « 


N/A 


192S 


N/A 


N/A 


192^ 


4.7 


0^ 


19J0 


N/A 


N/A 


19)1 


4.3 


s 0.6 


1992 


M/A 


N/A 


1933 


4,1 


0.4 


1934 


N/A 


N/A 


1935 


4.1 


,«0 4 


{935 


N/A • 


N/A 


1937 ' 


4.4 


0.5 


1938 


N/A 


N/A 


» 1939 


4,4 ' 


0.5 


1940 


N/A^ 


N/A 


1941 


4.5 


0.5 


^942 


N/A 


N/A 


1943 


4.6 


0.5 


1944 


4J - 


N/A 


. 1945 


♦ 5.0 


0.5 


1945 


5.5 - 


' 0.5 


1947 


6.1 


0.7 


194« 


6^ 


. 0.8 


V 1949 


7.3 


0.9 


1950 


7.9 


0.9 


.1951 


•.7 


1.0 


195^ 


9.4 


I.O 


1953 


10.0 


1.1 



- BfU^ft doUars 




4 Agriaj|turc/U.S. 



To«lebc» 



Towlebe/ 
Keodr^k 



Balance 
Sheet/ 
Goldsmith 



N/A 


83.8 




N/A • 


NfA 


^;n/a 


n/a1 


-N/A 


N/A 


137.8 


N/A 


43 3 


N/A 


3iy 


^ ^ N/A^ 


N/A 


149.3 




N/A 


• N/A 


i N/A. 


N/A 


N/A 


N/A 


'342.0 




-N/A 


83.8 


N/A 


24.5 


N/A 


NA/ 


297.4 




N/A 


N/A 


N/A 


N/A ^ 


N/A 


N/A • 


^ 346.3 




N/A 


60.7 


N/A 


17.5 


N/A 


12.7 


w ,359.6 




N/A 


N/A 


r'N/A 


N/A 


N/A 


N/A * 


365.9 




N/A 


60.5 


" N/A • 


16.5 


N/A 


13.1 


317.4 




N/A 


N/A 


N/A 


N/A 


• N/A 


N/A 


280.0 




N/A 


N/A 


N/A 


N/A 


N/A 


10.7 


283.8 




N/A 


N/A 


N/A 


N/A 


,N/A 


jfe N/A 


*289.0 




n/a' 


N/A 


N/A 


N/A 


N/A 


^ 10.6 


288.7 




^W/A 


^^40.4 


* N/A 


U.0 


N/A 


N/A 


306.5 




^/A 


N/A 


' Wa 


N/A - 


N/A 


10.2 


319.8 




Vl/A 


N/A 


N/A 


N/A 


'n/a 




317.9 • 




N/X 


N/A 


, N/A 


^ N/A - 


N/A 




323.8 




N/A 


N/A , 


' 48.8^ 


N/A 


N/A 




„ 344.2 




N/A 


43.9 


* ^Q.l 


12.8 


N/A , 


385.5 




N/A 


* N/A 


' 56.8 


N/A 


N/A' 


N/A 


409.7. 




N/A 


N/A* 


. * 65.5 


N/A 


N/A 


10.4 


. 425.5 




N/A 


N/A 


73.6 


N/A 


N/A 


*N/A 


440.9 




N/A 


N/A 


, 80.7 


N/A 


N/A 


' ' 11:2 


470.3 




N/A ' 


75.0 




16.0 


N/A 


» lU 


571.0 




N/A 


N/A 


99.2 


N/A 


N/A 


' 12.0 '» 


677.4 




• W/A 


. N/A 


111.0 


N/A 


N/A 


11.8 


736J 




642.2 


N/A 


1 18.3 


N/A 


N/A 


11.9 


' 76a5 




560.7 


N/A 




^N/A 


?r;A 


«11.6 


N/A 






107«4 


133.5 


N/A 


14.4 


It A 


N/A 




K/A • 


149.0 


, N/A 


N/A* 


n.\ 


, N/A 




JpX5 


■ W 


147.4 


, N'A ^ 


N/A 


10.7 


N/A 








144.5 


•N/A 


; N/A 



/ 



N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A >^ 

N/Ay 

N/A^ 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A > 

15;i, 

14.5 

f4.7 

16 0 

17.3 

18.3 

18.6 

17.4 

16.4 

16.1 

15.4' 

N/A ' 

N/A 

N/A 

N/A. 



KendrKk 



N/A 
'l5/A.^ 
f^/A 
N/A> 
N/A « 
N/A ^ 
N/A 
N/A 
N/A 

N/A^ - 

N/A 

N/A 

N/A . 

N/A 

N/A 

N/A 

N/A * 

N/A 

N/A 

N/A 

N/A " 

N/A 

N/A 

N/A 

U/A 

18.4 

17.7 

17.^ 

17.8 - 

16.9 

16.0 • 



Sec footnotes at cad of tabk. 




Tabic 6-F»rm pn^CTty uxct and wealth « «pef«i«»|« of «n propclty ttxei «nd wealth. United Statet, KlectJd aMCMment years* 1901'75-Contioued 



Property laxci > 



End of 



U^. net private 
domestic wealth 



A|ricultaral wealth 



- AgncukureAJi. 



* * Kefydr>ck 

mcot • . ' AfTicoIture/ GoldtiTiith "Conference 

yean U.S. total'. Ajncoltufe' V.S/ "Savtnj"* Bowd"* To«lebe* 



Balince 
Sheet* 



Tostlcbe/ 
GokJtmlth 



^ " I, Balaace ^ Balance 

Toulebc/ Sheet/ Sheet/ 

Kendricic Cold smith KendrKk 



' OtUtoitdottan - 



1954 


10:7 






"19 $5 


• 11.7 • 




1.2 


1956 


\ 12.9 




1.2 


r 1957 


' . 14 0 




1.3 


r 1958 


15.0 • 




1.3 


; 1959 


16.4 




1.4 


I960 


18.0 




1.5 


1961 


19.1 ' 




1.6 


iHl 


19B 




1.7 


V. 1963 


21.2 




■ 1.7' 


1964 


22.6 




1.8 


>1965 


24.7 




1 9 


' J966 


26.0 




2.P ' 


: 1967 


f 27.7 , 




2.1 


- 1968* 


30.7 




2.3 


^ 1969 


34.1 




2.4 


. J970 


37.9 




2.6 


1971 


42.1 




2 8^ 


1972 


45.3 


/ 


2,9 


1973 


• 47.7 ' 


Z9 


1974 


5L5 


3.1 


1975 


N/A^ 




N/A 




?^0t avaiUtile 







Percent 

10.2 
9.8 
9.i 
9.0 , 
8.9 

8.5 
8.4 
8.5 
8.2 
80 
76 
7.7 
7.6 
7.4 
7.1 
^.8 
#%6 
^ 6.4 
6.2 
6 0 
K/A 



'BiUton doUan- 



N/A 


940 2 


N/A 


N/A f 


I.OI6.4 


N/A' 


N/A 


1.105.9 


N/A 


N/A 


1,179.2- 


N/A 


N/A 


1.233.6 


N/A 


N/A 


'1.307.0 ' 


N/A 


N/A 


1.361.6 


" N/A 


.N/A 


K405.0 


N/A 


N/A 


1.471.2 


N/A 


N/A 


l.'651.4' 


N/A 


' N/A 


1.643.0 ' 


N/A 


N/A 


1,759.5 


N/A 


N/A 


1,906 2 


V</A. 


N/A 


2.057.8 


N/A 


N//V 


2,246 0 


'* N/A 


, N/A 


2.459.0 


N/X 


*N/A 


2,65K6 


<5 ^ N/A 


N/A 


2,879 1 


N/A 


N/A 


3.189 8 


• ^ N/A 


N/A 


3.57 5.1 


N/A 


N/A 


4,008.1 


N/A. 


N/A • 


4.341.0 


N/A 



r47i - 

150 9 
158.6 
166,6 
1816 
184.9 
186w6 
194.2 
202 4 
20^.6 



/^i^32 7 



245.5» 
2581 
£15.2 
782 4 
2^2,5 
'315.4 
356wO 

M 5 

545,2 



-N/X 
N/A 
N/A 
N/A 

* N/A 
N/A 
N/A 
N/A 
N/A 

A N/A 
N/A 
N/A 
>I/A 
N/A 
N/A 
N/A» 
N/A 
N/A 

rJ/A 

N/A 
N/A 
N/A 



N/A ^ 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A , 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A ' 
^N/A 
*N/A 
N/A 
N/A 
f^/A " 
N/A 
N/A 



N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A 
N/A . 
N/A 
N/X 
N/A 
N/A 
N/A 
.N/A 



15.7 
14.8 
14.3 
14.1 
14.7 
14.2 
13.7 
13.8 
13.8 
13.5 
132 
132 
129 

Its 

12,3 
11 5 
11.0 

no 

1L2 
122 
120 

12.6 



-ERIC 



1. Taxe* have b<«ft adjusted backward 



1 year to corre«pood t<f •■ewment yean. Pcfccniaf e» caku&tcd before tofindinf baied on daia shown m ;able 1 »Tabk 3 *Table 4 



increased slightly. As of 1975, this pattern of a sldwly dcdining agricultural * 
wealth percentage was continuing, with two exceptioiS^ In 1958, a year o^ 
business recession, tjie farm wealth percentage rose, it rose again beginning in 
^^972 (avcry gooiiyear for farm income) and^this rise persisted at an unevenT^ 

pace through 1975 ^e to rap id (y increasing land values^ Jhe farm tax percen- «^ 
' tagc peaked in _f?47, and has exhibited a steady-declit\ie shice. • 

Spme explanations of these J^rends may be hazarded at this point. With 
regard to wealth, jt may be obj^ous thatsectocal wealth percentages seem tg be 
related to: (1) th^ovemmenjVallocational policies in wytinie,T2),bttsiness 
cycles relative rates of g^Jvth in sectoral income. Overall the irc 

the tjtjc percentages does not appear to be as responsive to these factors as is 
* the case for its tax base— wealth. However, it does appear to be somewhat 
V responsive to the business cycle. • 

Ratio of property jaxcs to \*ealth. The grow^ of wealth has expanded the 
potential property tax base. The degree to which this potential tax base is 
related to taxes paid is measured by the ratio (property taxes paid)/( wealth). 
This ratio can also be identified as tl>e effective property tax ratc.^^ The 
differential pattern of growth of wealth by 'sector-Has had different effects on 
. the tax-wealth ratio (or the effective tax f^te) in the agri(;ultural and nonagri- , 
cultural sectors (table 7). 

Only sketchy data are available for both sectors before 1945. In 1935, the y 
agricultural ratio was .010; the nonagricultural ratio was .015. By 1939, the 
agricultural ratio Was unchange^»-but in the nonagnculturars^tor it had » 
declined to .014. By 1945, the ratios dif^red by between .Ouf and ,006, 
depending on the wealth estimates «sed. 

After 1945, the agricultural ratio has.been consistently lower than the 
^nonagricultural ratio. The size of the difference varied between years, and the 
data do ndfprovide unique estimates of the dffference in a given year. The 
range of the differences varies from .002 in 1949 (estimate based on Goldsmith ^ 
saving and balance sheet) to .007 in 1961, 1963» 1964,^J965, 1966, 1972, and 
1973^* The ratios, Then, came closest together in 1949 and thcp ^diverged. ' * 

It is interesting to look at the trends of the ratios over time. It is regret- * 
table that the data are no.t more complete for the 1920's and 193 O's. The agri- 
puljural ratio was .010 in both 1935" and 1939, but it may have fluctuated 
between those years. The ratio continued to decline through the 1940's until it 
Icvclcd,6f£at .007 in 1948 and .0i)8 in 1949. It stayed at .008' or .007 until 
1969 when it increased ,to .0^)9. It remained at .009 through 197 1 and declined 
' to .006 by 1974. • ^ • . . 

The nonagricultural sector's ratio is not as well behaved as the agriculn^l , 
ratio, and tbcrc are more numerous estimates of the rario. This ratio r^aclfcd 
apeak of ,015 in 1935, -then began adcclfite that reached .011 in 1950-5;. The , 



* * 'The concept Af the effective tax rate differs from rtie local tax rate or millage rate 
*,t)y abstracting from aAc$$mwf«lios and tax exemptions, which differ from jurisdiction 
to jurisdiction. Effcctiv?^ rates\re usually based on **marRet values'* of wealth, which 
the wealth measure used here approbates. , \ 
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T«bk 7-RttK> of pfOpCTty ttyt to wctlth fncultuf«I non«g^KuJcur«J tcc^>n> Uniccd State*. <dcccrd tisctvncnt ygf. lyXKTS 



AjnculturaJ sector . Non»gf. cultural ^ctor 

, ^ Ritio of tixc* to wealth 



Ratio of tixe5 
to wealth 



End of 



Kcndnck - . Kendnek 

Goldsmith "Saving' "Conference Board" v Gold«T»th '-Saving" "Conference Boud 



fncfiC 
ycaf 


* 

Toatlebe 


Balance 
Sheet 


Property 
uxet' 


Tmtkbe 




— ^ 


Bdhon Jottan 


... f ^ 














1900 


21.3 


N/A * 


N/A 


N/A 


1910 


43.3 


N/A 


•N/A . 


Uf\ 


1920 


83.8 


N/A 


N/A ^ 


N/A 


1925 


60.7 


N/A 


N/A ^ 


N/A 


'J926 


WA 


■N/A"^^ 


0^ 


' N/A 


1930 


60.5 


N/A 


N/A 


N/A 


19M 


NM 


N/A 




N/A 


1932 


N/A 


' N/A 


N/A 


N/A 


1933 


^N/A 


N/A 


D4 


N/A * 


1934 4; 




N/A 


N/A 


N/A 


* 193$ 


40.4 


N/A 




^ olo 


.1936 


N/A 


N/A 




N/A 


193T 


N/A 


N/A 


05 


N/\ 


1938 


N/A . 


N/A 


N/A 


N/A 


1939 


N/A 


48 8 


0.5 


N/A 


1940 


439 


50 1 


-N/A 


N/A 


1^41 


N/A ^ 


56^ 


05 


N/A 


1942 


N/A 


65 5 


N/A 


N/A 


1943 


N/A 


73.6* 


0,5 


N/A 




N/A 


807 


N/A 


N/A 




m 









Balance Balance Bil»r>ce Property '* Balance ^ ^^""^ 

Mtlebe Sheet uxn» Tottkbe Shoe! Tosttebe , Sheet 



Sheet Tostlebe Sheet 



• Riihon Jothn ' 



ERIC 



>t«« at ^ of Ubie. 



N/A 


S8 2 


N/A 


N/A 


?3/A 


94 5 


N/A ' 


N/A 


N/A 


258 2 


N/A 


N/A 


N/A 


285 6 


N/A 


N/A 


t^/A 


N/A 


N/A 


N/A 




305 4 


N/A ^ 


fc-N/A 




( N/A 


N/A ^ 


^J/A 


N/A 


/ N/A 


. N/A ^ 


WN/A* 


N/A* 


N/A 


N/A 


N/A 


N/>^ 


N/A 


''N/A 


N/A 


N/A 


248.3 


N/A 


\ 
N/A 


N/A 


N/A 


N/A 


N/A 


NM 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


Olo 


N/A 


275 0 


N/A 


N/A 


300J • 


294 r 


N/A 


.009 




328 7 


N/A 


N/A 




344 2 


N/A 


.007 


N/A ' 


351 9 


N/A 


N/A 


N/A 


3602 


N/A 











N/A 


N/A 


N/A 


NAA 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A , 


N/A 


N/A 


N/A 


. N/A 


N/A 


N/A 


N/A 


N/A 


N/A' 


N/A 


• N/A 


y/A 




4 1 


N/A 


N/A 


N/A 


^ N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


39' 


N/A 


N/A^ 


f#/A 


N/A 


N/A 


N/A. 


N/A 


N/A 


N/A 


N/A 


N/A 


37 


N/A 


. N/A 


N/A 


. . N/A„ 


NV\ 


N/A 


N/A 


N/A 


N/A 


N/A* 


N/A 


3,7 


i^lS 


N/A 


' N/A 


. N/A 


N7A 


,N/A 


N/A'» 


N/A 


N/A 


N/A 


N/A 


39 


N/A 


N/A 


' N/A 


N/A 


N/A 


N/A 


N/A 


N/A . 


N/A 


N/A 


N/A 


39 


"N/A 


014 


' N/A^ 


N/A 


N/A ' 


N/A 


* N/A 


'n/a ' 


N/A 


N7A 


N/A 


40 


N/A^ 


,012 


N/A 


/ N/A 


N/A 


/N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


•4.1 


N/A 


^ 012 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 
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Afiicultttnl Kctor ' Nocigricultuwl kcw i 



Wealth* 



fUtioof tsxcf 
to wealth » 



WetUfa* 



. Rftdo of tixcs to wealth 



KcTKlnck 



Kcodnck 



End of 


• 

Toatlcbc 


♦ 

Balance 

Sheet 


p. 

Propeny 
taxes' 


• 

Tosticbe 


- 

Baitoce 
Sheet 


Goidnutb^'Savin^ 


"Cooference Board** 


Prooertv 
tSttt* 


Goldsmith **Saviof" 


'•Conference ftoard" 


ment 
year * 


Tonkbc 


Balance 
Sheet 


To«ld^ 


Balance 
Sheet * 


To«tkbc 


Balance 
Sheet 


Tottkbe 


Balance 
Sheet' \ 


4 
















Bithon doUan 


















-,mmon doUart * 












N/X 
















S7.3 


0.5 ^ 


.007 


< .Od6 


395.3 


• 383X> 


N/A 


4> 


.011 


.012 


N/A 


* N/A 


1946 


N/A 


^ 99.2 


0.6 


N/A 


.006 


'N/A 


471.8 


N/A ' 


N7)« 


4.9 


N/A -v 


.010 


N/A 


N/A 


1947 


N/A 


111.0 


0.7 


N/A 


.006 * 


N/A 


566.4 


N/A 


N/A 




N/A 


.010 


N^A 


N/A 


t94» 


N/A 


118.3 


0^ 


N/A 


.007 


N/A 


6180 


N/A 


523.9 , 




N/A 


.010 


N/A 


' .012 


1949 


N/A 


116.8 


0.9 


N/A 


j006 


WA 


643.7 


N/A 


543.9 


6.4 


N/A 


.010 


N/A 


.012 


1950 


107^ 


113.5 


6.9 


.008 


.X)07 


N/A 




639.2 


613.1 


7.0 


N/A • 


N/A 


^11 




,1951 


N/A 


. 149.0 


1X> 


N/A 


.007 


N/A 


N/A 


N/A 


687.5 




N/A 


N/A 


N/A 


MX 


' 1952 


N/A 


«I47.4 , 


1.0 


/ '^'^ 


007 


N/A 


N/A 


* i^lj^ 


726 I 


8jt 


N/A 


N/A 


N/A 


.012 ' 


195J 


N/A 


144.5 


1.1 


N/A 


X>06 


N/A 


N/A 


N/A 


761.0 




N/A 


N/A 


N/A 


.012 


1^54 


N/A 


147.1 


1.1 


* N/A 


008 


K/A 




Q N/A 


793.1 


9.6 


N/A 


N/A^ 


N/A 


.012 


- 1955 


N/A 


15a9 


'l.2 


. N/A . 


008 


N/A 


N/A 


N/A 


865.7 


. 10.5 


N/A 


N/A 


N/A 


.012 


^ 1956 


N/A 


158.6 


1.2 


N/A 


008 


N/A 


• N/A 


N/A 


947.3 


IIi7 


N/A 


♦ N/A 


N/A 


.012 


. 1957 


N/A 


166.6 


i.i 


N/A 


.008 


N/A 


N/A 


N/A 


(,'1.012.6' 


12.7 


N/A 


N/A 


N/A 


013 * 


' 1958* 


N/A 


181.6 


1.3 


N/A 


.007 


N/A 


N/A 


N/A' 


1,052.0 


13.7 


N/A 


N/A 


N/A 


.013 


1959 


N/A 


184.9 _ 


M 


N/A 


.008 


N/A 


N/A 


WA 


1,122.1 


, 15.0 




N/A 


!J/A 


.013 


. 1960 


N/A^ 


486.6 - 


1.5 


N/A 


008 


N/A 


N/A 


N/A 


*I,I75.0 


16.5 . 


N/A 


N/A 


•N/A 


.014 


1961 


N/A 


194^ ^ 


1.6 


N/A ' 


.008 


N/A 


'.N/A 


« N/A 


1,210.8 


17 5 


* >i/A 


N/A 


N/A 


* .015 


1962 


N/A 


202.4 


1.7 


N/A 


008 


N/A 


t N/A 


N/A 


1,268.8 


18.1 


N/9l 


N/A 


N/A" 


.014 


1963 


N/A 


209.6 


1.7 


N/A 


.008 


N/A 


" N/A 


N/A 


1,341.8 


19.5 


• N/A 


N/A 


N/A 


.015 


1964 


N/A. 


217.1 


1.8 


N/A 


008 


N/A 


N/A 


N/A 


1.425.9 


20.8 


n/a 


N/A' 


N/A 


.015 


See (ootDotca u cod of tabic. 
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JTtMt 7-IUtio of property tAxei to wealth. «fnculnjnl»ad nontfTKuItural sector*, Unittd States *dcctcd s.^sc««n(nt ycAr*. 1900-75 



Agricultural sector 



N'onagrKutturai xctor 



Wealth*. 



End of 
ment» 

year To«lcbc 



Biltnce 
Sheet 



Propenv 
taxc« 



Raoo of taxes 
to wealth 



Bafancc 
t Sheet 



Wealth^ 



Ratio of (axes to wealth 



Golduntth "Sawog" 

Balance 
TMtlebc Sheet 



KendrKk 
"Conference Board" 



Tffiilcbe 



Ba^nce 
Sl^et 



Property 
taxc^ 



Coldvnith "Saving" 

' BaiarKe 
To^ticbc Sheet 



Kendnck 
"Conference Board** 



T({^tlel 



BalarKe 
H*Shect 



' Mlion dolian ■ 



Btlhon dolian 



1965 




2J^7 


1.9 \ ^- 


N/A . 


. 008 


N/A 


N/A 


1966 




245.5 


2.0 


N/A 


• 008 „ 


S/A^ 


TT/A 


1967 




■ 258 1 


2.L 


N/A 


.008 


N/A 


N/A 


4968 


n/a' 


275.2 




N/A 


.008 


N/A 


N/A 


1969 


N/A 


2gi4 


2.4 


N/A 


.009 


N/A 




I970 


N/A 


292.5 


2.6 


N/A 


.009 


N/A 


N/A 


1971 


N/A 


315.4 


2.8 


N/A 


.009 


N/A 


N/A 


1972 


N/A 


356 0 


2.9 


N/A 


008 


N/A 


N/Av 


1973 


$t/A 


436.5 


2.9 


N/A 


.007 


N/A 


N/A 


4974 


*4/A 


482.5 


3.1 


N/A 


> 006 


N/A 


N/A 




0 










N/A 


1975 


N/A 


545:2 


N/A 


N/A 


N/A 


N/A ' 


N/A- 


Kot available. 















N/J 


i.526 8 


22.8 


N/A 


N/A 


N/A 


5,15 


N/A 


1.660 7 


24.0 


N/A 


N/A 


N/A 


.01 S 


N/A 


1.799 7 


25 6 ' 


N/A 


^ N/A 


N/A 


,014 


N/A' 


1.970.8 


284 


N/A 


N'/A 


N/A 


014 


N/A 


2.176.6 


31.7 


N/A 


N/A 


N/A 


.015 


,N/A ' 


2.359 1 


35 3 


N/A 


•N/A 


N/A 


J015 


N/A 


2.563.7 


39.3 


N/A 


N/A 


N/A 


.015 


N/A 


2.833 8 


A2.A 


N/A 


N/A 


N/A 


^15 


N/A 


3,138.6 


44.8 


N/A 


N/A 


N/A 


014 


N/A 


3.525.6 . 


48.4 


N/A , 


N/A 


N/A 


014 


N/A 


> 3.795 8 


N/A . 


N/i 


N/A 


N/A 


N/A 



a :cs. •T«ble 4 »TabI« 1. Tixe* have bcA adtutted backward one year to eoiretpond w.th »*e*unent yeart. 'Table* 3 and 4. F.r%t level of thti tolumn headinj klcntine* the source 01 tne 
^J^ tttlnUtn (able ih Second level KJentifiet the apKultural data vxirce luble 4). The tint level minut the aecond level yield* the various wealth estimate* for the oonagncultural *eetof 

\IC « ' 
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■ cind is no*t clear in the late ■1940's': because the series is spliced '^nd the datt 
differ by .002. In 1952. the ratio rose to ,012. It increased again in 195 7. and 
app^n^r was not affeaed by ti.e 1958 recession (unlike the agncu n.ra, ^ 
ratio).. In 1960. it rose again, and for the rest of, the time period up to 1974 it 
■fluctuated between .014 and .015. , ' . - 

At is important to consider th'e role of tax-exempt prpperty in the non- 
agricultural sector. In the nonagricultural sector this includes most of the no n- 
Sfit sector: private'educational institutions, foundations, and churches. 
HistoricaHy, these institutions have been exempt from property taxaoon 
^under various State laws. Over time, a growing number of States have added 
more kinds of institutions to the tax-exempt list. ' 

There also is property that is whoUy or pirtially exempt in agriculture, but 
it is unlikely that its relative importance approaches that of the .nonprofit . 
institutions in the nonagricultural sector. J^wever. the situation for theagn' 
cultural seaor could be changed'asmore States 'adopt differential assessment 
Uws and «empt farm personal property from taxation. Excluding the non- 
profit sector from the nonagricultural sector would cause the tax/weakh ratio 
to rise, unless the sector is so smaU as to cause no measurable change tj^ also 
•wouldterid-to cause the ratios of property tax<? to wealth to widen between 
th?^cultural and nonagriculuiral sectors, other things being equal. 
' Very little information exists on the role of the nonprofit institutions in 
'^the nonagricultural se«or(/9. 72). Available data are summarized in table 8^ 
It should booted that the "nonprofit sector" includ-es data only forsele«cd 
institutions. No informarion is available on what percentage this estimated 
" nonprofit se«or is of the actual nonprofit sector. . , , 

ControUing for the presence of a nonprofit sector in the'nonagnculturiU 
- sector obviously would not alter the result that the agricultural sector pays less 
taxes in proportion to its wealth than does the-nonagricultural sector. Whit is 
surprising is that ihe gap noted above did not widen significantly between the 
• • W se«ors. In 1933. the nonagricultural'"profit" rario was .016, while^he ^ 
agiTcultural ratio was%010. In 1968, the ratios were .014,for the nonagricul- , 
tural profit sector and .OdS" for agriculture. The range of differences in ratios 
between the two sectors varied between .002 (1949. one estimatf) and .Cf06, 

(1933 and 1968).. • . , , 

Analysis of the data over time rJveals that the nonagricultural profit-, 
sector's ratio declined between 1933 and 1949. and then rose between 1949 
and 1968 The agricultural sector's rario rose between 1933 and 1939, declined 
by 1945 and then »se slowly until 1968. These data paraUel those presented 
■ above in table 7. In short, untillfecent years, the relative size of the nonprofit 
sector has been so snlall that it has not had much influence on the resultant 
tax/wealth ratios when netted out. , , 

Thus, controlling for the presence of a taSc exempt sector does^iot a ter 
■ the situation muck The agricultural tax/wealth rario is still consistendy lower 
r n V. lan the nonagricultural ratio.'and a comparison of the results sho>y n in tables 7 
t I\LC ,d j 5h6ws that the exclusion of the nonprofit sector in the nonagncultural 




T*bk t-R«do of property tMxct to waJth, africultarAl tectof and iumH)rf»ltttnI "proOt" t«tor, Vnked Stttet, •efc«td MMMnent ytan, 1900^ 







Wcahh^ 




Property u&cf' 


Ratio of property taxes to wealth 




Asricttltunl |:ctOf 


Sekctcd DooagricultonI 
Donpront iostituttoos 


Nouyricultural 
"profTt" *«<tof 




Nonprofit non- Agricultural 
sfricuIturaJ sector tector 


HKOt 


Goldsmith ' Baltnoe 
-S*vwif**» Sheet*, 


Gotdtmiih 

* "iDtdtU' 

Goldsmith flbai) 
'^iviof'** lovesfot*'* 


' , Goldunhh 

Gold«iT»th tional 
•*S«vmg" love»tor*' 


Ajri* Nooiffi- 
cultural cultural 
lector . «ecto( 


Cotdsmtth * * 
*'fnstitt»* y 
Goldsmith tional Goldsmith ^ BaUffce 
"Saviflf" Investor** •*Savtof" ' Shfcet' 



ilion Jollan • 



1900 


24.3 


N/A 


t.$ 


N/A 


54.2 


N/A 


N/A 


1M2 


49,5 


.N/A 


' 11.7 


N/A 


- 97.1 


N/A 


N/A 


im 


69A 


N/A 


5.2^. 


, N/A 


227.0 


N/A 


N/A 


ifn 


M.3 


^ N/A 


7.3 


N/A 


324.0 




N/A 


mi 


41.0 


N/A 


6.2 


N/A 


236^ 


U/A 


0.4 


m9 


4S^ 


'48.8 


6.9 


N/A 


271.1 


N/A^ 


OJ 


ms 


86.1 


17.> 


8.1 


N/A 


376.1 




0.S 






116.8 


12.lf 


N/A 


623.9 




0.9 


im 


H/A 


U7.4 


N/A ' ' 


23.0 


N/A 


745^ 


1.0 


> I960 


N/A 


186.6 


N/A 


44.7 » 


N/A 


« 1,255,7 


l.S 


S9M 


N/A 


275.2 


N^A 


87^ 


N/A 


2,047.2 


2.3 



N/A 
N/A 
.^/A 
^N/A 
3.7 
3.9 
4J 
6.4 
8.4 

16.5 t 
28.4 



N/A 
N/A 
N/A 
N/A 
.016^ 
.014 
.012 
".010 
N/A 
N/A 
N/A 



N/A 

N/A 

N/A , 

N/A 

N/A 

N/A 

N/A 

N/A 

.011 

.013 

.014 



N/A 
N/A 
N/A 
*N/A 
.010 
i>ll 
J0O6' 
J007 
N/A 
N/A^ 
N/A* 



N/A-N<4a*«M>le. ' . » ' * _,-r^^"* 

»Tot»l weahh k the sum of the wealth of the africiiltural sector, selected noaacncoltun) noaproTit mrtitutiorts, and the AOoa|rkuhural "profit" sector. *Table J. Oatt were adjusted backward 1 year 
M ^ J,»aie*«Kiliyeart.»Table4.*(i7,laWeW-25;/P).M7^.tabfclBi3). V- . ♦ , S ' 

ERIC ,/n ■ 5i / ;. 



sector do^not materially alter the range of differences in ratios between the 
two sectors. 

- * What are some of the probable causes of the difference in effective tax 
rates between the two sectors? First, although assessment ratios arc set by law, 
effective assessment ratios could differ systematically between rura^nd urban 
areas. Some reasons foe this are: (1) some States with classified property tax 
systems assess farm property at lower rates than other property; (2) rural farm- 
land does not "turn over" as rapidly in the market as docs urban real property, 
so it is more difficult for assessors to gauge rising market values in rural areas, 
(3) assessment quality may vary betw.een rural and urbdn Areas, (4) State laws 
.permitting differential assessment of farmland and exemption of cQtain classes 
of farm personal property arc becoming more important over time and would 
in most cases effectively lower the assessmcjit ratio ig^ farm wealth. 

Second, the exfstcnce pf overlapping jurisdictiSp such as some combina- 
tion of municipal governments, school districts, township governments, county 
governments, special districts, and State governments, taXmg the same tax base, 
will cause the aggregate value of all levies to vary from jurisdiction to jtnrisdic- 
tion. It is unlikely many farms pay municipal taxes, -therefore, owners of non- 
agricultural property would probably have to pay taxes to^at least one ijiore 
jurisdiction than farm owners typically would. 

Thirdly, the quality or quantity of public services may simply be lower in 
rural than in urban, areas. The property taxes necessary to finance those 
seiyices would thus be lower. . . ^ 

Assessed value of farm and nonfarm property. A preliminary evaluation of 
some of the possible causes of the differences in effective tax rates could be 
developed by determining what perceiitagt of total property wealth assessed 
^values of property account for, by sectors. This percentage would measure to 
wh^t extent agricultural property constitutes the total property tax base. There 
arc problems in this approach. Methods for obtaining assessed values vary 
between States with regard to the following items, which can be loosely 
classified as a deHhitiona^ aggregation, and data problems, 

First, consider the role of totally exempt prpperty. Most States do not 
assess the value of totally exempt property. Theoretically, at least, this prop- 
erty is counted'as gross wealth and as such should constitute part of the 
property tax base. This is a definitional problem. Also^ the kinds^f institutions 
exempted are determined by l^w and vary from State to State. This is a prob-. 
lem of aggregating unlike Itjuantities. As mentioned above, most States do^ not 
. keep dataton values of total exemptions so information is not availablc^to cor- 
rect the raw data; this is a data problem'. 

Second, there is the role of partial ejccmptions. These arc set by law to be 
a fftttd value, a proportion of household income, or some other figure. The par- 
tial exemption may be applicable only for specified purposes, such as school 
'^Jistncts. A value can usually be dctermrned for partial exemptions hj^ sub* 
traclkg net assessed value from gross assessed valuation, numbers which most 
Statesbpllect. Since these vary between States, the problem is one of aggre- 
gating dissimilar quantities. 

■ ' 



Lastly, there are differences in assessment ratios. These 'also wify from 
State to State, making a problem, again, one of adding unlike quantities. In 
addition to these problems, there is difficulty in obtaining comprehensive data 
"^n assessed valuations. The Census of Governments provides data on gross 
assessed valuations of locally assessed taxable real property only for selected 
local areas {56). More complete data are available for locally assessed personal 
property, but this excludes the value of propertf^assessed by States. As for the 
farmland component of the property tax base, the Bureau of the Census counts 
farmland in the category *'acr^^e" \'Chich also includes timber land an*d vacant 
land. St) data on farmland can be only imprecis^Because of these definitional," 
data, and aggrcgational problems, it was not possible ta determine how much 
the farm sector provides of the total tax basc.^ * * 

.• . ifc • 

INTERNAL AGRICULTURAL SECTOR RANGES 

The focus now changes to factors withm the" agricultural sector. The tech- 
nological revolution on farms and the accompanying outmigration of people 
from the agricultural sector of the United States has be?n well documented, in 
this section, the purpose is to/elate some of the internal sectoral variables^that 
have shown great change to the <)roperty tax as this tax pertains to the agricul- 
tural sector. This is done in a historical context in an attempt to gain more ^ 
understanding of the degree to which the rc^e of farm property taxation has ' ' 
changed through^ time. Data limitations confine most of the analysis to this 
century. - t 



tions for the propejty tax. The 
"1902 to 2.4? millJon in 1975--a 



Number of Farms 

The changing number of farrhs has im 
number of farms declined from 5,86 mJlliol 
58.5 percent drop-followii^jthc well-known trend (table 9). T^e farm'rcal 
estate tax payment averaged*6nly $1^.17 per farm in 1902. Declining ^ 
farm numbers combined with a steady rise in taxes increased this figure 60 
times to $1,174.77 per farm in 1975. The farm'real estate tax accounted fof 
the bulk of farm property taxes throughout this perio^, ranging from a high of 
90.5 percent in 1934 to a low of 78.0 percent in 1952 (table 9). (Data are not' 
available for years prior to 1927.) Although these data arc interesting in them- 



'"^Ncvcrthdcss, ijic Bureau of the Census {6l) has derived a U.S. total for gross jtnd 
net assessed valuation of property for 1973 and 1975. The figures are as follows: 



Item 



Assessed value, grbss total 
*Amount exempt 
. Assessed value, net total 



, Amount 
1973 ' 1975 
Billion dollars 



872.6 
27.6 
845.0 



1.096.3 

?3.4. 
1.062.9 



53 



47 



Vcar 


. Number 
of fanrts 




Million 


1902 


' 5.86 


1913'^ 


6.39 


! 1922 


6.42 


1927 


• ' 6.34 


1932 


6;50 . 




* 6.71 


t 1936 


6.67 


' ^938 


6.38. 


1940-^ 


6.10 


1942 ' 


6**00 


1944 


5.91 


^ 1945 ' 


5.86 


\ 1946 


5.76 


' 1947 


5.67 


i 1948 


, 5.57 


^ 194? 


5.48 


1950 


5.38 


[ 1951 


5.23 


1952 


5.08 


' 1953 


4!93# 


/^954 


, 4.78 


1955 


' 4,5Z 


' 1956 


4.35 



Tabic 9-Fam property taxes per farm, per acre, and per iPafm person, United States, -selected years, 1902*75* 



r footncfics at end of tabjc. 



Farm 


Farm real 


real estate 


♦ estate tax/ 


tax per 


Total farm/" 


farm 


>^ property tax 


Dollars 


Percent 


19.17 


N/A ' 


4 34.06 


N/A 


79.55 


• . - N/A 


.86.46 


' 87 9 " 


70.95 


- 90.-1 


57.28* ' 


X on c 


58.87 


'J • Hi 


62.56 


89.3 


65.75 


88.9 


66.58 




71.00 


,83.9 


78.78 


83.6 


89.43 


* 84.0 


106.21 


82.6 


117.14 


81.4 


128.40 


80.9 


» 137.48 




H9.37 


78.8 . 


158.90 




4 172.84 


79.3 


183.00 


80*. 3 


► 202.43 


80.7 


221.41 


81.6 












* 




♦ 



Taxable 
farmland' 



Million acres 

828 

903 
• 942 
. 9j50 
^ 1.014 
1.041 
1.050 
J. 042 
1.034 
U042 

i.osr 
i.a?5 

1.058 
1.060 
1.063 
,1,066 
1.070 
• 1,071 » 
1.07^ 

1.073 
1.063 
* 1.053 



54, 







I-'arm^ 


Farm real 




^ property tax 


* estate tax 


Farm 


per farm t 


pJr acre ^ 


* , population 


pvrson 


I JO liars 


iVtlllitJ 11 


Dollars 


.14* 


N/A 


N/A • 


.24 




N/A 


.54 




N/A * ^ 


.57 




20.31 1^ 


.45 




I 16.25' . 


• 37 




13.13 


.38 


31.7 


1 ? 

1 ^.oo 


.38 


310 


# 14 47 • 


.39 




14.80 


.38 


Zo.y 


1 0. 1 ^ ^ 


.40 , 


'iA. Q 


9n 1 ? 


-44 


T -1. -1 


22 80 ' 


.49 




24.30 ' 


.57 




28.41 






1 33.04 • 


.66 


9^ 




.6V 


Zi .u *• 


. ?9 97 ' 


•» ' 
\ Ji 


91 Q 

£ 1 .7 


' 45.00 * 


'<r .76 


21.7 


47.88 . 


* .79 


19.9 . 


53.6'» ' . ' 


.82 


19-0 ^ 




,88 


'i9.r^ 


60.43 


^ .92 . 


18,7 , 


63.83 


* ' \ 




y ^-Continued 
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Table 9— Farm property 'taxes per farm, per acre, an^er fa^pi p6r*on, jsnitcd States, sclccied.years, 1902-7 5 ^*-*Conttnued • 



'Year 



, Number 
' of farms 



Farm ^ 
real cstattTr 
' (ax per 
*farm 



. Farm real ^ 
^tatc tax/ , 
Total farm 

pro||f rty tax 



Taxfcbie 
fa^filantP 




4.13 
3'»2 
3.70 
§.60 
3.49 
3.38 
3.27 

a.T 

3tOP 
3.02 
2.94 
2.87 
2.80 
2.73 
' 2.66 
. 2.59 
2.52 
I 2.4'5 
'2.43 



Dollars^ 

-251.73* 

277;iO 
< 311.74 
.3E45.31 
^375.75 
406.10 • 
433.66 
46*4.4^ 
497.47 ^ 
54i.*l9 
587.81 ^ 
■ .^654.99 
727.62 
7^4.54< 
892 
^ 954) 
997.50 
1.082.37. 
lAi74.Z7 



Percent 



MtHwn acres 






* 


rarm 


Farm rea^ 




p'ropertjjMcax 


estate ^tax . 


I' arm 


per laim. 


p^r acrc/^ 


.* % population > 


• , person |fa ^ 


/ 

Oolms 


•' ' , • ' 
Million t 


Dollars 








.99 


17.7 * ^ 


7 1 .20 


*l'05. ^ 


17.1, 


n .10 ' ^ 


1.13 




86.07 ^ * 


.* 1.21 ^ 


^ ' 15.6 


98.03.^p(ifei_,^ 


Vl'28' / 


14.8 


108.68 , 




14.3 


117.22 




13.4 * 


129J^6 


1.45 


13.0 


133,31' 


1.53 


1 2.4 . 


151.16 


1.65 


U.6 


172.52 


\ 1 .76 


10.9 


194.13 


1.93 


10.5 


217.58 


2.11 


10.3 ' 


2^5.64 


2.27 




265.14 


^ 2.40 


W# 9.4 


296.22 




9.6 


300.79 


r.56 


^ 9.5 - 


308.82 • 


, 2*70 


^ 9.3 ^ 


332.91 


' 2.92 , ' . 


• ''8.9 ^ 


* 377.90 . ' 



, * N/ A a Not available. * - ^ 

^ . Mnciudes Alalka and Hawan beginning with 19*60^ ^ Vnpublishtd data from' the^ farm real estate*tax serfes 
* Agriculture fo^the I90^^<!ri'^and from the St^tisticalRe porting Service thereafter. * Preliminary. ' 



(6). Ba<ed on "data from the Census of 



selves* they do cajmthc significance ot a companson or propcny taxes 
with*pro4uction expeiw&or incon^c, which is done below. ' ^ 

Taxable Farmland " ' ^ T . ' ' ^ # 

♦ * * . ^- ■ 

According 'to the Census q6 Agriculture, t^ie total land in farms increased 

from 841.2 million acres in 19W to l,p21 naillion acres at the time of tti.e ' " . 

latest censiJs in '1974, an incre^e of 21.4 percent (52, 54);-This reflects the ^ 

addition of four new States to the Union during this spaSi plus the ^ddition^of--* 

farmland*in the remaining States. Taxable' farmland incceased. from 828 million; 

acres in 1902 to 980 million ade^ in the agAculturai census year of 1974 for an - \ 

increase of 18!4 percent (table 9). liable farmland peaked at 1,073 million 

acres ift 1954. Tlie slower rate of growth .of the tpable farmland^scries and 

resultant divergence between this series and total lan^ in farms reflects ttjp 

t>ctter accounting of public and Indian lands in the Census of Agriculture' 

beginning in the 1930's. In 1975, taxable farmland was estimated to be only 

90. 1 percent of all land in fa/m^.'JjuV^presents the largest perpei>tage'gap Si ^ 

observed to date fefetween these two hMtical series. ' . 

Taxes per acre havelndfeased from $6:14 per acre in 1902 to $2.92 per' 
acre 4n 1975. or 20 times (table 9i Although of interest, taxes oer a^rre^^igures 
are not as important as taxes pei\5 100 of value or taxes compsPcH^^fapm 
income. Botlkof these concepts aftfexpjored below, * * ^ ' ' ,* 

FarnvPopuiation ^ • ' ^ . ^ ' ^ ^ ^ ^ 

" TheUiS. farm population declined from 32.3 million.-in 1913' to 8.9 mil- J 
lion in 1975- fof a loss of 7^.5 percent during the period. This well-<k)cumented - . « 
^ loss, coupled with rising taxes, caused from property t^es to climb, from ,^ ^ 
$20.h per farm person in 1927 to $377.90 per farm perso^ 1975 (table 9), 

( 



so^ 

iThis^eighteenfold increase, as in the number-of-farms easel jRnteresting, but 
' not nearly as important as a cpmparison of taxes with productipnjjgists and 
income— which will be presented belo^. 



Id^ 



Value of Farmland and*Buildiii 

The value of finjiland and buildings (VLAB) in private ownership ) 

increase .17* times (from $20.3 billionjMi $367.4 billion) bct\yeen 1902 ^nd . ' 
* 1975 (table 10). However, the farm rell estate tax per'$ 100 of VLAB ^vas rela- 

tivety stable thr<^igho>it the period (table 10). It vvas $S>'55 per $100 of VLAB ' 5 
increased to a pe^of $1.52 ijr 1932 (the Great Deprc^$ion), 

pd^9,$0.77 iri 19WW. ahd after a steady, elimb to $1.00 in 1950* ^ ' 

mained quite stable untiTthe 1970*s when a decline began. ^ .J 

^ Therapid consolidati^^of fafms and o^tmigration of farm^peoplc has led^ * 4^ ; 

a -decreased .riecd for farmsteads. Efut there irxhe remaining question of ^ \ 

wh'^ther the residual farmsteads are relati^v^dre vali^ble, thus compensate t']^ 

in^YorlSteost? Ttf©i^not been the^S^wever. Farm building values * ^ A 



AD 



' Ttbie 10-VaIue of ftrmlimd and buildings, an^fann real estate taxes per $100 
of full value. United Sutes, selected years, 1902-75 * 



Year 



'Value of 
iarmland'^ 
and buildings 
in private 
ownership' 



Farm real 
estate taxes 
per $100 
of 

full value 



Farm building 
value/ 
Farm real 
estate 
value 



. 4902'' 
* 1913 
>922 
1927 
1932 
. 1934 
^ 1936 . 
1938 
1940 
1^^ 

<■ 194^- 
194^ 
1947 
1948 

f 1949*' 

• 1950 
1951 
19512-* 
1^ 

• m4 
1955 

. 1956 
1957 
1958 

_1959 

. 1950 
'1961 
1962| 
1963 

•M964 
1965* 
1966 
1967 
1968 ^ 
1969 
1970 
1971 
1972 . 
1973 
19.74 
1975 



dollars 

20.3 
39.4 
. 52.9 
47.4 
37.6 
3'3.d 
3-5.4 
34.2 
34.1 , 
41.2 
, 53.1 
60.5 
67.8 
72.9 
75.8 
74.4 
/ 74.S 
•85.7 
94.1 
95.5 
94'.0 
97.1 
101.6 
108.8 
113.9 
122.'2 
,128.1-^ 
129.6 
135.6 
141.2 
149.6 
157.^ 
'167.4* 
177.0. 
185.7 
194.1 
200.1 ' 
216.8 

367.4 



DoHars 

N/A 
• .55 

.96 
1.16 
1.52 
1.17 
4.11 
1.17 . 
1.18 
*.97 

.79 

.11 

.11 

.83' 

.87 

.95 
1.00 ' 

.91 

.86 

^9 ' 

.93 ' 

.96 , 

.96 

.94 

.95 
' .94- 
/97 
' f.Ol . 
1.01 
1.00 
' .98 

.98 - 
'•.98 
,1.01 
1.05 
1.08 
1.0? 
1.05 

.96, 

.80 

.76 



Percent 

nA 

N/A 

N/A- 

N/A 

29.7 

31.3 

32.4 

31.4 

29.4 

29.0 

29.2 



^ 27'.9 
' 28.4 
28.6 
29.3 
28.7' 
28.4 
27.8' 
28.4 
27.6 
26.2 
26.4 
25.0 
24 2 
23.1 
22.7 
22.5 
21.5 
'21,1 
20,5 
19.7 
1-9.8 
19^2 
19.4 
18.4 
17.7 
^17,7 
17.2 
17'.2 
17.3 



/ 



, Value of 
, farm "real 
estate/ 
Value of all 
farm assets 



^ » Not available 

' Includes Alaska an 
the' farm real .estate tax 



Percenty 

N/A 

N/A 

N/A 

N/A 
- N/A 
•N/A 

N/A 

N/A 

63.5 

59.6 

57.0 

57.2' 
^ 58.9 

58.8 

57.6 

56.8 

56.8 

57.2 * 
56.9 
58.7 
58.9 
59.5 
60.7 

152,4 
.61.6 

64.0 

64.6 

64.9 

65.0 

66 4 

67.9 

6t8 

68,1* 

68.5 

68.2 

67.6 

67.7 

67.4 

67.2 

68.3 

71.3 - 



\ - 



J Hawan bcgiUfig with 1960.*^lJnpubIished data from 
Kites (6). ^ * 



Sources: (6>/2, 62, 64), 
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as a percentage of farm real' estate values (land and buildingsj^decrcased from 
.29.7 percent in.l9J2 to 17.3 percent in 1975 (table 10). Th<dcclmc has been 
steady sinee the high of 32.4 percent accounted for by buildings was feached in 
1936. Thus.'evidence suggests" that the farm real estate tax has been hrcoming 
increasingly a land tax. , , • 

' The situation r^arding the yajue of farm real estate as a percentage of all 
farm assets has been mUch more stable. USDA figures show^bat tKe*aiue of ^ 
farm (eaj estate (land'and buildinp) was 63.5 percent of the value qf all farm 
assets is(l 940 (table 10).*' The figure was 71.3 percent in 1975 and the inter- 
vening yca?^firtfcw only mild fluctuaiiop. This finding is corroborated by the 
classic^work oV Tostlebe (5/). He found that the value of farmland and build-^ 
ings was 78.1 percent of the value of all farm physical assets (land and build- . 
ings, implements and machinery, livestock, and crop invenitories) in 1870 and 
70.1 percent ii\ 1950(5/, p. 36LThe perc^?>ig^as not above 81.5 (1925) in 
the interim. One must thus conclude thatland and'buildings have formed a 
stable basis for farm taxation for a long time and that recent years have seen 
little change in this situation. * 

Real Estate as an Input ^ ' 

Real estate accounted for 83,1 pejcent of all farnT property taxes paid 
during tht 1927-75.peridi. BecaUse land forms such. an injportajit part of the 
farm property tax base, it is important to examine whether it has' been declin- 
ing in relativfr importance as an input in the agricultural sector* An> suth 
decline would mean tjiat the rationale of farm taxation on the basis of real 
estate wascroding. Some would go so-.far as to urg<? the abandonmertt anj' 

. tax bas^ incapable of keeping pace with technological change^ JucH a decline 
could help explain any deterioration ^^jH^crty taxation revenues not o;ily 
intcrnanyto the agkcultural sector bu^^Rnally as well ft might paitilily 
explain the decline in the share of the totarU.S. property ta}c contribution h 
accounted forby the farm sector, as was shown in table 1. 

Bqt land S a basis for taxation has not deterioYatcd. Indeed, it has been ^ 
quite responsive tp ihflanonar> pressures and farmland has attractcth a clas^ 
of non-farm investor buyers that view their land at least in part as consump- 
tion good or tax shelter. Land accounted for 18 percent of.thclnputs used ^ 

. in-agri^iltural production in 1975 (table 11). It also was 18 percent of total* 
inputs in 1870 antf hasnJtt deviated much from this over the ypars. One must, 
therefdiS»^ook to bther reasons to explain the changing role of the farm rcal^ 
estate tax in the tix systems. - J 

Another way tp^ examine real estate as an'input is to view it as a produc- 
tion ejcpense. Farm^rcal estate taxes were 4.4 percent of tofil production 

'^Farm assets Indudc real estate, livestock, machinery and motor vehicles, crdffc 
stored on and off farms.'^ouschold equipmen^and furnishings, deposits and currericy, 
U.S/StvingS' bonds, and investments in cooperatives (62). 




^able 1 1— Firm inputs: Percentage distribution of subgroup indexes 



Real 



Labor 



Power and 
machinery 



Agricultural 
chemicals' 



Feed, seed and 
iivcstoclt- 
purdh^s* 



Taxes and^ 
interest 



Miscellaneous 



Total 



1870 


65 * . 


18 


3 " 


J o 


1880 


62 


19 ' , 


•4 


0 


1890 


6(5 


18 


5 V 




1900 


'57 


• 1^ 






19Itf 


53 


20 




2 


1915 


52 , 


• 20 






1920 


50 


18 


12 


2 


1925 


49 


^' 18 


12 




1930 


46 


18- . 


' 14 




1935 


47. 


19 


13, 


2 


1940 


• 53 
48 5 


' 20 


11 * w 


. 2 


1945 


IB 




. 2 


1950 


38, 


20 


21 


1 3 


X955 ' 


32- • 


IP 


24 


5 


1960 
1965, 


26 

21 * * 


' 19 

20 




6 
9 


^1970 


16 


18 


■ 11 > ■ 


13 


1974 


15^ 


. 1^ . 




15* 


1975 


18 


27*^ 


15 



3 

3 ' 
' 3 

3 
3 
2 
4 

4 * 
4 

4/ , 

8 , 

9 i 

11 ■ 

12 ! 
^14 ] 

14 ' 
13 



n 

12 



13 
15 

If 
15 
15 
15 



6 
7 
'7 
8 
9. 
9 

10' 
9 
9 



3 
3 
3 

4 
4 
3' 
3 



100 
100 

100 : 

/lOO 

100 

100 
,100 

100, 

r66' 

■100* 
100 • 

\ 100 
100, 
100 
100 
100 
100 
•100 




»Land m government programs is mrludcd »n the, real estate mput group although muc'h of thi> land contributed little to agr'icul^l pcoduction^ 
* Incly-dcs fertilizer j lime, and pesticides. ^Nbnfarm portion of feed, seed, and liveMoclC purchases. ' ^ 

^Sources: 67, plus supplemental KRS data). ^ * ' ' J* - ' * 





. expenses fofthc l?13-75.pcriod (tabic 12)/^ Throughout the j>eriod taxes as 
a percentage of production expenses haye^een quite stable, except for periods 
of decreased demand for farm produas and lowcr^arm price?. Taxes rose to a 
higb of 10.3 percent of production expenses in ,1932 during the'Great Dcpr^- 
sion, but most of the time they have been less than 5 percent. So, one must 
conclude Jhat farm real estate as an inpuH^ has lDeei\ quite stable'and * 
does little to exj>lain the decline in fanner eapw^es as a s^are of all property 
tax« oljserved through time (table 1). 

Fjuto Income ^ ^ , 

One way of measurfhg the burden of farm taxes is compare them^with _ 
gross f^rm income. This inccfme concept includes cash recqipts from farm mar- 
ketings, government payments to fanners, nohmoney income,. from farm 
^products consumed (including housing), and other farm income (from rectea-^ 
tion, fltc.) (di). Taxes, when compared against this value, can be regarded as » 
business production expense, > %^ • 

, Farm real estate taxes as a percentage of realized gross farm income stood 
at 2.6 percent in 191? and 2.9 percent in 1975 (ta^e 12). It reached* ajiigh of 
7>2 percent durijig the Great Depression (1932) aiW a Ipw of 1.7 percent 
during World War II (1944), but fo«h&4ong run this cost item for farmers has 
been renlarkably stable. . , . ' 

The pattern fpr all farm property taxes>i|, somewhat similar Tjie inclusion 
of personal property does induce a longrun downward trertd due to the 
declining importance of these taxes (table 12). The farm property tax bill (real 
ihd personal) was 4.6 percent of realized-gross farm income in 1927 and 3.4 
percent in 1975. As with the real property portion, the high came in 1932 (8.0 
percent) and the low in 1944 (2.0 percenty. Sdll, the longrun stability has been 
quite impressive. ♦ ^ ♦ 

' 'a corifcnonly accepted means of evaluating tax bu|^ns^^citizcns^iSl:to ^ 
express taxes as a proportion of personal income. Under this view, the property 
tax is regarded largely as'atax levied on l^lpropertyjipwners to ftnanccbcal 
government ^ryices."1*ersonal income is especially relevant since all ta:^es niust 
ultimately be paid from I^^ehold income. ^ ^ 
* Farm personal inqpme^so is an important concept since it includes 
income from botR farm in4 nonfarm sources. The inclusion of incopie from 
nonfarm sources is'a neW consideration since it is not included in the national 
in^come accounts in (determining NIF (distrussed'' above in connection. with 
tabje 1> nor is it included in realized g^oss farm income. Total personal income 
of the farm poputation grew from $5.37 bilKfn in 1934 to $45.46 billidri in** 
mSCublen).^ " * . c ' . 



^ ^ **FamT production expenses incli^dc current farm operating expenses wages paid to 
hired Itbor (cish 4nd tn^ktnd). outlays for repair of equipment and operation of farm, 
purchases of feed, seed and liv^tock, 5verhead costs such ts depreciation and other capiyl 
V- 'consumption ; taxes on farm propeny. and interest on farm mortgage dtbt {63i). 
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Table property taxes as percentage of farm producaon expenses, and as a perf 
\ ^ * ' ^ farm popnUtion^ United Stattt^^fj^ctcd yea 



:ntage of gr/>!4,farm iqcome and personal income of the 
1902-75' ^ . ^ 



V 

Year 


Farm real \ 
estate taxes/ ^ 
Farm production 
. expenses 


Farm real 
esute taxes/ 
Gross farm 
income 


Farn^"propc|iy 

Gross farm 
income % 




P^cent 


* Percent 


— J — 
Percent 


1902 


N/A 


N/A 


N/A 


1913 


5,2^ 


•2.6.., 


, N/A 


' 1922 


• 6i9 


4.0 


N/A 


. 1927 


7,2 


. 4*0 


, 4.6 


1932 


10,3 ^-S 


7,2 • 


> 8.0 


1934 - 


•8:1 { ^ 


^ 4.5 


W • 4.9 \. 


-,'1936 


7,0 


3.7 


4,1 , 


19^8 


6.8 


3.9 ' 


^.4 


1940 


5.8 


3.6 


4.1 


1942 


4.0 


2.1 




1944 


3.4 


1.7 


• - 2ip 


• 1945 


. 3,6 


1,8' 




. 1946 


. ^ 3,6 


1.? 


2,1 ^ 


• 1947 ^' 


3,6 


1.8 ' 


?.i 


1948 • 


3.5 


1.9 


, 2,3 . 


: -1949 


3,9 


' *2.2 


2.8 


^See footnotes at end of cible 
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PersonaJ income 
of farm . 
pofAjlation, 
all sources 



Farm property 

. taxes/ 
Persona] mcome 
«of the farm 
populations 



Farm popblation: 
PersoiTa] income 
from n on farm ^ 
sources/Personal 
income from all 
sources 



Bxllxon dollars 

N/A 

N/A 

N/A 

N/A 

N/A 

5,37 

7.23 ', 

7.18 

7,6p 
14,09 
16,64 
17,21 
* 20,03 
21,13 
23,T9 
19,48 



6i- 



Percent 

. N/A 

N/A 

N/A 
^ N/A 

N/A - 
V 7,0 

•5,5 
5*6 



Hi 



3.0 
2,8 
3,1 
3.1 
4.1 



' Percent 

U/A 
N/A 
N/A* 
N/A 
-N/A 
, 40,7 
36^5 
34.5 
36J 
28.0 
26.7 
25.6 , 
22.7 
25.1. 
24.4 • 
31.8 



-Continued 



Table 12-P«nn property taxes ts a percentage of farm production expenses, and as a percentage of gross farm income and personal income of the 
. - farm population, United States, selected yelrs« 1902-75* -Continued 

'-It ^ Farm popjLiIacion: 

* ^ ^ Farm property * Personal Wbome 



Farm real Farm real Farm property Fers^B^ncome ^ taxes/ » from Aonfarm 

estate takes/ esUtfe taxes/ taxes/ ^ 'ofTarm Pcrs<^nal incOme ^ sources/Personal 

" Farm production Grdss farm Gross f^rmB • population, of the farm > income from all 

^Ycar .< expenses income income all sources population^ ' * sources 



Percent Percent ^ -Percent HilHon dollars Pt^ent * ♦ PercenX 



1*950 


^.8 


2.3 




2.8 


20.35 


4.1 


1951 


3.5 


2.1 , 




2.7* 


22.66 


3.9 


1952 


3.6 


2.2# 




2.8 


22.00 , 


4.2 


1953 


^.9 ^ 


. 2.4 




3.0 


19.70 


4.9 


1954 


4.0 


2.6 




3.2 


18.34 


5.3 


1955 


. 4.2 


2.8 




3.5 


' 17.45 


5.9 


1956 


4.3 


r.8 




3.5 


17.65 


6.0 


19S7 " 


.4.4 


m- 3.0 . - 




3.7 


^ . 17.46 


(>A 


^958 




2.8 




3,5 


19.21 


6.1 


1#59 




* 3.0 




3.8 


* 17.53 


7.V 


1960 




3.2 




4.0 


18.36 


7.3 


•1961 




3.3 




4.0. 


19.05 


' .7,3 


vl962 




3.3 






19.74 


■ 7.3 


^^63 


4.5 


3.3 




4.1 H 


19.97 . 


'7.4 


1964 




' 3.4 




4.2 


19.76 


' 7.7 


1965' 


; 4.6 • 


3.4 




41 ■ ' 


22.60 


•7.1 


1966 


4.5 


3.2 




4.0 


• 23.81 


7.2' 


1967 




3.5, 




4.2 


22.85 


7,9. 


• • 
Sec footnotes at end of table. 














30.8 

28.7 * 

30.6 
' 32.7 

32.4 

35.5 

37.3 
. 37.9 

34.8 

40.6 
* 39.4- 
^0.1. 

42.3 

44.9 

49.3 , 
/ '47.0 ■ ' 

47.1 
' 51.4 

^ —Continued 



Tabic 12— Farm property taxes as a percentage of farm production expenses, and as a perceHuge of poss farm incdnie and peAonal income of the 
* fann -population. United States, selected years, 1902-75* -Continued 



Year 



1968 
1969 
1970 

'3k 

1973 

1974. 

1975 



Farm real 
estate taxes/ 
Fartft production * 


Fann real . 
estate taxes/ 
Gross farm 


4 . . 

Farm property - 
uxcs7 
Gross farm 


\ 

Personal income 
* of farm 
(Population, 


Farm propeicy 
taxts/ 

Personal income 
of the-fami 


ft 

- Farm population: 
Personal income 
from nonfarm 
sources/Personal 
income from all ' 


expenses 


income 


income 


alt sources 


> populatton' 


sources^ 


Percent 


Percent J* 


Percent ^ 


Billion dollars 


Percent 


Percent 


4.8 

a 

5.0 
4.7 . 
3.« 
3.7 
• 3.8 


3.6 
3.6 
3.7 
3.9 
3.5 
. 2.6 , 
2.6 

2.9 ' ^ 


4.4 

4.> 

4.4 

4.6' * 

4.1* 

3,1- 

3.1 

3.4 


24^ 
26.66 
27.38 
28.71 
' ♦ 34.4\ 
48.58 
. \ 45.08 
45.46 


. - 8.0 

\ . 7.:^ • 

\ 8.0 
\ 8.3 
\ 7-1 
^5.1 
,5.8 
6.2 


53.2 ' 

51.9 

52.6 

53.> » 

51.3 

4a2 

47.8 

50.0 



M/A » Not avaUabfe. 



. "inclu 



Mn<^udcs ^laska and Hawaii beginning ^itb 1960. 'Total personal Income before 'deduction of farm property taxes. Includes net rent paid to 
^jM>i«)peratoc landlords. " ^ « ' * . * ^ • 



Sources: {6, 43, 63). 
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1^ popujfaoa were 7.0^rccnt in 1934^and 6,2 percent in 1975 (table 12). They' 
ranged from a low of 2.7 percent (1^44) to a high of 8.3 percent (1971). Morc- 
-^over, they have shown somewhat more instability through time than have farm 
property taxes as a percentage qf grbss farm income. Thus, from the viewpoint 
of the household, farm property taxes are somewhat more unpredictable than 
they were when regarded as a farm business expense. ^ 

The nqnfarm portion of farm' personal income has been substantial for a # 
long time and its imporunce has b?en growing until Tccent years. Personal ' \ 
income of the fan^pomjlifffnn from nonfarm sources stood at 40.7 percent of 

% all farm pefsonaMficome in 19 J4 (table 12). It declined to 22.7 percent in 
1946, but it has been as high^as 53.2 percent (1968, 1^71) since. It stood at 
'50.0 percent in 1975. This reflects the growing impo^ce of off-farm employ 

\ mcnt at least until recently. According to the Census of Agriculture, the per- 
centage jof all farm^gerators working 100 days or more off their farms 
increased frojn 11.5 percent in 1929 to 39.9 percent in 1969. It was only 29.9' 
percent as late at 1959 showing the importance of the spurt 'in such eniploy 
mentat least'during the early I960's (53), However, morcrecent evidence has 
<ast some doubt on whether the growth in nonfarm employment by the 'farm 
population has continued since the»mid-1960*M^O. / ^ 

Inwder to keep proper perspective one must be careful not td overrate" 
. ihe sigfuficsfnce of the nonfarm earnings included in farm personal income as a 
onc-ws^ source of fund% for tlje payment of fasm property taxes, the riocafri- 
cultunQ sector has made significant investments in the agricultural sector, and 
pays t^es*^d penances losses of income while operating in this sector. 
Indeed^ the use of farm income loss to offset nonfarm income jias attracted a 
numbcy of farm investment^5by relatively hi^fier jncoriie nonf|rm people in 
•recentyeaffi*. The spread of such "tax loss" farming has tended io further com- 
plicat^an already quite coiyplex relationship bqcween the agriciiltural a'nd non- 
agricul^ral sectors as far as personal income is concerned (77).^ ; 

* ' ^ , IMPLICATIONS J. - j 

TljiT evidence shows that the agricujtural sector historically has paid a dis* ' j 
proportionate share of its portion of national income to ptopei^y taxcs^.urinST 
* the 191^2-75 period, farm property taxes accounted for 5.0 pcr^nt of all prop- 
erty taxes, but tj^e national incomc-originating informing wais 4.0 percent of 
•tot^ national income. Viewed another way," during this span property taxes 
took 7j.9 percent of national income originating in firming ai\4lonly 4.0 per* 
'cent.o^ the nationafjincome*or^inating in the nonfarm sector.'Fapn incomes 
have ^piCaUy been^ower^than those ir\ the nonfarm sector, -bu^ the tvidcnce is 
/inconfltfsive whether much of the higher property tax bill for^armers can be^ 
blam^ on Ae- regressivity of the tax. The relative tapital intensity of rfic 
agricifltural sector is probably the primary cause of its highei property tax 
payments. , • ♦ ^' . 




.64 \ . 



, The traditional view of property ja^f/incidence Was that laadowners b<Jre 

the m on land, but that the 'tax on buildings, improvements, and businesses 
was bom^ mostly by consumers, in proportion to their consumption patterns. 
The property tax (excluding the portion on land site value) was regarded gs an 
excise (Tax and was thought-to be regressive because increases in income do not 
lead to proportionate increases in consumption. Moreover, historically the view 
.has been that the impact of the property 'tax on the agdcultural sector has been 

quite regressive. ; 

The revised incidence theory says that the property tax leads to a. lower 
overall r«e of return on investment with the tax ultimately being borne by the 
Qwne;s of capital. Under the revised theory, fu-nds move to lower ^ax industries 
whJre the rate of return is higher, until the longrun rate of return in ^ sectors 
7^ becomes the saqie. ' \ 

% ^ The implicarions are that, under the ncW theory^with owners of capital 

""bearing much of th| burden, a property tax is less regressive for agriculture 
than under the old parti41 equilibrium model. Thus, horizontal equity vis-a-vis 
the rest of the world may be somewhat betjter th^n under the traditional view. 
. ^ Agriculture's historipal lack of mark<«^(^|^ and greater capitafin tensity 
^ i^c^hten the a priori potential significance th^ew^ approach for 

the sector to some degree over the nonagricmlmrSf^ector-- especially in terms 
^ of reduced regressivity. But luav the agriculA^ se'^^^^ , 
sense^with the nonagricultural sector depen)|| upon the rektive distribution of ^ 
capital ownership between the sectors by income levef?Evidencc suggests that 
there is a much higher ratio of wealth to income in the agricultural sector/ 
Moreover , internal agricultural-sector wealth is skewed much niprc toward the 
lower end'of the income scalt than is true for the economy as a whole. These 
^ factors tend to negate a ^bstantial pan of the potential ^rogresdvity of the ' 
property tax for this sector under the new theoiretical view. It follows that 
^ -under the new approach the ^cultural sector could still end Up paying niorc 
than its share of the tax, due to^ comparatively more wealth at the lower in- 
come levels. More evidence on the income-wealth relitionships is needed, but it 
appears that the agricultural sector faces a horizontal inequity concerning the/ 
; • , property tax no niattci which set of aiiumptidns'is used. * . 

^ But the property }ax also may be (viewed as a wealth tax aijd this leads to 
, o^cf conclusions. When horizontal equity between sectors is irJeasured by the 
ratio of taxes to wealth, it becomes evident in terms of this measure that the 
agricultural sector traditionally has paid proportionately less p^perty jcax than 
vhis the nonagricultural sector. Available data show that this conclusion holds 
^ - ^ ^ 'for the entire post-1,935 rime period. In 19*35, the rario oi pro||erty taxes to 
' . " . wealth was .010 (1.0 percent) for the agricultural sector arid .Cft5 (1.5 perc- 
cent) fqr,the nonagricultural sector. In 1974, the ratios were .0^6 and .014, 
^ ^ respectively. Throughout the 30-year span, thetange of difference in favor 'of 
the agricultural sector has varied from .002 to .007. (The fangejwas not signifi- 
cantly ^tcred" when the nonprofit 5ectoi^ was^subtracted from the nonagricul- 
tural sector.) The above conclusions must be tempered somewhat because the 
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evidence suggests that propcny taxes are largely capitaUzed-into farm profferty 
valucS. which depresses the farm values and dbtorts comparisons with other 
actors to some degree. ' » , . • 

Neverthelessf^ interesting as the tax-wealth dau are. they do, not repre- . 
sent a final answer to the question of relative tax burden between sectors. 
Taxes typicaUy arc paid from current income so the concern about the relaUve 
tax/income ratios tends to dominate that for the relative tax/wealth rat.os-and 
"di7 concern for"th7^ricxStu?al scczqYs comparative, "burden" continues: 
Various attempts have b^bi taken to help the agricultural sector with its 
pfo^cny tax burden. These include laws: ( 1) giving>referential or use-value 
assessment for farmland. (2) granting the exemption of major classes of farm 
personal property from taxation, and (3) establishing some homestead and 
circuit-breaker tax relief plans. There are pros and cons to this growmg niove- 
ment to prov^~e relief by making such changes and thus eroding the tax base. 
Farm'ule-value assessment is no exception (2, pp. 85-86). The homestead and . 
circuifbrcaker approach .does not favoriarmers in many instances. However. 
' > the exepiption of personal propertP tejjds to give farmers a significant boost 
because/ of their typically substantial investment in livestock and machinery. 
Viewed abstractly it would seem that. further reform is required to make 
" the probcny tax more equitable for agriculture. But it must be kept in mind 
that inl movement to nonproperty taxes ly higher levels of government, and 

• conc<ir|itant: increased intergovernmental revenues flowing down to lower 
goveftimental levels, could'cause local citizens to lose some degree^ontrol 
over t?cir local institutions. Despite criticism on a number of grounds, the 
proper^ tax has afforded 4 considerable degree of local ftexibUity^ and control 

in rufal areas. . ■, , c 

. ' flperty tax incidence should not be viewed alone, but rathe| as part of a ^ 

national tax system-Fedt^al. State, and local. For example.-local property 
taxci^re a'deductible item on Federal income ta^ces. Thoughthe property tax 
' ma/a^pear to'be burdensome, itmay lower the Federal income 6ix hUl of the 
. higMcome taxpayer significantly. Interestingly. Pechman and pkn|r found 
tha4tHe U.S. tax system iS virtually proportional with respect toxti^Jtt^r 
the yit majority of familfes regardl^ of the incidence assumptions ^f thjr 
,.madel(<i;5. p. 64). ^ . ■ ■ . , j // 

■ The longrun revenye itability of the property tax in the agncultMril sector^ 
largdj U due to the stabiljty of real estate as an input and to increase^- ^the 
' valtjebf 'farmlahd- and buddings that have kept p^c with the value o| alHa^m 
as$tt/(The share of farmland and building valu^ccounted for by buildings 
■ ha^lcfined through time, however.) The basic historical facto^rs t^at have • • 
been influencing the fanA property tax do not appear ^ikell^^ange signifi- 

• icantl^ in the near future. Thus. theJongnfi^horizontaUnequity of t^e property 
, tax, bbme by the agricultarirse'ctor. when measured in terms of tax/jnoome 
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